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THE ILLUSION OF SCARCITIES 


— WITH SIDELIGHTS ON 
INVENTORY POSITIONS — 


By WARD GATES 
*” 


4 ESTIMATED POTENTIAL BREAK-UP 
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HIGHLIGHTS OF THE 39TH ANNUAL REPORT OF THE 


Commercial Credit Company 


Tes activities of Commercial Credit Company are carried 
on in three main divisions, consisting of Finance Companies, 
Insurance Companies and Manufacturing Companies. 





Consolidated operations and net income from current oper- 
ations for 1950 were larger than for any previous year in 
the history of the Company. 


Consolidated Balance Sheet as of December 31, 1950 

















ASSETS 
CURRENT ASSETS: 
Cash in banks and on hand............. $ 74,873,853.85 
Marketable Securities: 
U. S. Government Obligations. ........ $ 55,132,256.69 
Other Marketable Securities .......... 8,656,255.53 
$ 63,788,512.22 
en en AE OE OP ea ___ 145,66 607. 20 63,642,905.02 
Accounts and Notes Receivable: 
Motor and Other Retail and “F.H.A.”.. $438,570,311.00 
Motor and Other Wholesale........... 127,042,417.81 
Open Accounts, Notes, Mortgages and 
Factoring Receivables......... 78,446,399.59 
Direct or “Personal Loan” Recadvehien . 22,579,165.20 
Sundry Accounts and Notes.......... 3,076,686.63 
Total...... RILAGR aaah ssw suse $669,714,980.23 
Less Reserves for: 
Ciwared TmGomse. ... os. sccccsccccess $ 26,084,163.10 
Losses on Accounts and Notes........ _ 10,7 36.59 
NE. as pave da ticee eereae $ 36,867,399.69 632,847,580.54 
Other Current Assets: 
Trade Accounts and Notes Receivable 
“Manufacturing Companies”. ........ . $ 7,206,515.37 
Premiums Receivable—“Insurance 
ETT ee eee 309,585.53 
Claims against U.S. and mceRien. 
Governments—Taxes, etc. . 1kes 222,119.19 
Inventories—** nainatactaciog 
NN EEO OTE 8,764,064.72 16,502,284.81 
Total Current abe: siabiemwlaiee $787,866,624.22 
FIXED AND OTHER ASSETS: 
Land, Building and Eq i t 
“M facturing Comp Peake kecsiesp $ 6,632,444.20 
Company Cars—used by Representatives . 1,278,648.14 
Cash Surrender Value Life Insurance 109,759.67 
Rep at depreciated values. .... 261,993.50 8,282,845.51 
DEFERRED CHARGES: 
Prepaid Interest and Discount .......... $ 1,868,390.29 
Prepaid Insurance and Expenses......... 843,762.56 2,712,152.85 


$798,861,622.58 





LIABILITIES, CAPITAL AND SURPLUS 


CURRENT LIABILITIES: 
Notes Payable— Unsecured Short Term... $432,848,500.00 
Accounts Payable: 
Credit Balances of Manufacturing and 





Selling Agents............ Fa oe ale ete $ 13,611,102.02 
IND so io ois eknadcce z 8,787,364.71 
Due Customers only feion iaccivablee 
are collected.......... ef 7,543,138.34 29,941,605.07 
Accrued Income and Excess Profits Taxes. 23,057,185.81 
Accrued Other Taxes..............0s006 2,602,180.84 
Customers’ Loss Reserves. ............4+ __16,928,122.16 
Total Current Liabilities. ........+¢ $505,3 377, 593.88 


UNEARNED PREMIUMS— 
“INSURANCE COMPANIES”’....... 30,117,051.83 





RESERVES FOR: 
Losses and Loss Expense— 


“Insurance Companies”’ . seceseeee $ 4,069,468.73 

Fluctuations in Security ales: Sepatlale stan 886,442.54 

Canadian Exchange Fluctuations... ..... 587,127.01 5,543,038.28 
UNSECURED NOTES: 

Notes, 234% due serially —1953-1957... . . $ 41,500,000.00 

a A | rn 50,000,000.00 91,500,000.00 
SUBORDINATED UNSECURED NOTES: 

oe | re - $ 25,000,000.00 

Notes, 3.95% due 1964................. 25,000,000.00 50,000,000.00 


MINORITY INTEREST 
EN) SUBSIDIARIES ..... ..5.5cccsveces 35,898.95 


CAPITAL STOCK AND SURPLUS: 

Common Stock—$10 par value: 
Authorized—3,000,000 shares 
Issued and Outstanding—2,278,812 full 
shares and 161 shares of fractional scrip $ 22,789,730.00 

RENE NMIOIN 6 ara txsg nis o oie nib atesareis sais 38,042,919.93 

Earned Surplus. ..............00. Ramet 55,455,389.71 116,288,039.64 

$798,861 ,622.58 





A Few Facts, as of December 31, 1950 and 1949 


CONSOLIDATED OPERATIONS 
Gross Finance Receivables Acquired 
Gross Insurance Premiums, Prior to Reinsurance 
Net Sales of Manufacturing Companies. .. . 
Gross Income. ........2s-cceees:- 
Net Income from Current Operations, before 
Tazes om Income ...........0000. 
United States and Canadian Income aves! ° 
United States Federal Excess Profits Tax... ... 
Federal Taxes on Income—per share* ........ 
Salaries, Wages, Commissions. ..........----- 


1950 
$2,346,583,865 
42,739,802 
84,992,183 
106,138,880 


41,022,804 
19,869,293 
1,300,000 
9.28 
43,059,111 


1949 
$1,971,773,386 
50,735,007 
76,106,064 
93,303,381 


30,805,719 
13,035,003 

7.07 
39,894,856 





NET INCOME 1950 1949 
ID on sis ds esceecdscdiveaseccens $10,925,044 $9,157,253 
ee Ree STP en 5,397,361 5,486,049 
Manufacturing Companies. .................. sai 3,531,106 3,127,415 


Net Income from Current Operations. ........ 3 $19,853, 51 1 $17 


0," 717 


Net Income per share on Common Stock* .. .. . $8.64 $9.16 
Net Income per share on present capitalization of 

2,278,973 shares of Common Stock outstanding — 

no allowance for dividends on Preferred Stock .... 8.71 7.79 


Book Value per share—Common Stock* ......... + 51.02 45.00 
*On shares outstanding at end of each year 
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More than 300 Offices in Principal Cities of the United States and Canada 
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SUPPOSE 





HAD 


SOME MONEY 
TO INVEST- 


Maybe a lot, maybe a little. The 
amount doesn’t matter at all. 

Just suppose you had decided to 
buy some stocks, bad made up 
your mind to invest for any one 
of several good reasons. To get a 
5% or 6% return on your money, 
for instance, or to protect your 
capital against rising prices. 

Would you know how to go 
about it? 

Would you know, for instance, 
that the best place to go for help 
and information on buying stocks 
and bonds is a broker’s office? That 
it’s a broker’s business to serve 
investors, that no card of admis- 
sion is needed, and that whether 
you buy stocks or not, he'll give 
you all the help he can? 

Here at Merrill Lynch, for ex- 
ample, you’d talk to an account 
executive, a man we pay to know 
all he can about securities, a man 
who uses all his knowledge and ex- 
perience to serve our customers. 

You'll find him competent, con- 
scientious, and concerned about 
your welfare. Concerned even to 
the point of advising you not to 
buy securities if your funds aren’t 
adequate to the risks involved. 

Because in the final analysis, 
he’s not paid to sell you—he’s paid 
to help you buy! 

So if you’d like to invest— 
Just ask the “Merrill Lynch” man 
e«-+ OFr write— 
Department SF-12 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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Bell's Liquid Transmitter 
and Tuned Reed Receiver, 
March, 1876. 

















Have you ever thought what the 
world and your life would be like 
without the telephone? 


If you wanted to talk to relatives 
or friends — if you wanted to order 
from a store — if you needed to sum- 
mon a doctor or a policeman in an 
emergency — there would be no way 
you could do it in a hurry. What now 


2x Suppose the telephone had never been invented 


takes only a few seconds or minutes 
would often take hours and cost you 
far more than a telephone call. 


Each year the telephone becomes 
more useful to the people and more 
vital to the prosperity and security 
of the Nation. Today’s tremendous 
job of production and defense could 
not be carried on without it. 


BELL TELEPHONE SYSTEM 


There are twice as many Bell tcle- 
phones as there were only ten years 
ago. They are here and ready be- 
cause the Bell System kept right on 
building and improving to meet the 
country’s needs. 


Never in the history of the tele- 
phone has it been so valuable to so 
many people as right now. 















oars 
be- 
on 
the 


ele- 
) sO 











Cc. G. WyckorFr, Editor-Publisher 


1907 - 


rw 


Economics 


THE MAGAZINE OF WALL STREET 


oa 


~f; Securities“: 
Foreign Affairs, / «7 Politics ~ 





E. A. Krauss, Managing Editor 


Over 43 Years of Service . 195] 


* 


Industry 
Business 


The Trend of Events 


CRISIS .. . Despite the contrary opinion of President 
Truman, the labor union officials’ boycott of the de- 
fense mobilization program must be regarded as a 
very serious matter. It means that a self-appointed 
committee, assuming to speak for about one-fourth 
of the country’s wage earners, also assumes to dic- 
tate terms for American labor’s cooperation with 
that program. It further assumes virtual veto 
power over the decisions of the representatives of 
the rest of the economy and the country. This 
amounts not only to a strike against the Government 
but to a flagrant attempt to dictate to the nation. 
If that isn’t serious, what is? 

The labor members of the Wage Stabilization 
Board admittedly have every right to seek full and 
fair consideration for the interests and welfare of 
labor and they may have legitimate cause, like the 
rest of us, to criticize and seek correction of the 
mistakes that are bound to creep into such a com- 
plex program as defense mobilization. But, like the 
rest of us, they certainly have no right to demand, 
as the price of their cooperation, that the entire 
program be reorganized and carried out strictly in 
line with their ideas. That is pushing things too far. 

Suppose representatives of 


unless they have their way. It is time that they be 
shown that the price they put on their cooperation 
is too high. It is up to the President himself to do so. 

But the President, alas, is in no hurry, as it seems. 
By talking down the impropriety and danger of the 
labor boycott, he has made this amply clear. Yet it 
must be stated that the crisis, long in the making, 
has been aggravated and brought to a head not only 
by labor’s intransigence but by the Administration’s 
continued failure to provide the leadership without 
which a great national undertaking such as our de- 
fense effort is bound to break down into conflicts 
of interest and quarrels of place. 

What labor wants is not only assurance of equal 
sacrifice but a preferential position, seeing that the 
concept of “‘politics as usual” has far from disap- 
peared from the Washington scene, that favoritism 
and influence still is all too usual in the high circles 
of the national Government. Doubtless also, it is less 
than convinced that inflation is being fought reso- 
lutely and realistically. It is because of this, we sus- 
pect, that they dare tell the Government that they 
will not serve it in connection with defense mobili- 
zation unless they can have their way in the matter 

of self-interest and materi- 





the two other groups, of in- 
dustry and the public, had 
acted as the labor members 
did. The nationwide roar of 
condemnation on the part of 
the union officials would have 
been deafening. Certainly the 
defense program will be im- 
possibly handicapped if the 
labor representatives con- 
stantly threaten to walk out 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in* our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


alism. 

It is a serious challenge that 
cannot go unanswered in the 
long run regardless of the 
President’s opinion that every- 
thing is fine. Far from it, 
something is dangerously 
wrong, and it is up to the 
Administration to do some- 
thing about it. It cannot con- 
done a strike against the Gov- 


This 
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ernment at this critica] stage. 

Meanwhile the Economic Stabilization Office has 
endeavored to improve the wage formula to which 
labor took exception—in itself a high price at the 
public’s expense—but even this hasn’t been persua- 
sive enough to bring back the union representatives. 
While they were given an opportunity to come back 
and vote on the amended formula, they have refused 
to do so. They are after bigger game. This is ap- 
parent from their attack of Charles E. Wilson, 
director of the Office of Defense Mobilization, from 
their unjustified charge that this is a “businessman’s 
mobilization.” But though invited to name a man to 
the top-level staff of the mobilization set-up, they 
have refused to do so because they were reluctant to 
have such a labor representative sever his official 
connections with his labor union as requested. 

Labor unions are entitled to a voice in public af- 
fairs and no one denies this. But with this also goes 
responsibility to the country and the public. If what 
has happened is a sample of the cooperation we are 
going to have from labor groups, responsibility is 
sadly lacking. If self-interest and dissention is to be 
the slogan, we can only conclude that the Kremlin’s 
prayers have been answered. For then there is rea- 
son to be concerned about the success of the de- 
fense effort. 


THE STABILIZATION MUDDLE Two important 
steps were taken last week in the areas of economic 
stabilization but one begins to wonder whether that 
name is not a sad and sorry misnomer. For when- 
ever something is done, prices and wages inevitably 
go higher. Last week’s events might be suitably 
called “mark-up and catch-up.” Each move was anti- 
inflationary in intention, and inflationary in effect. 

Take “mark-up.” It doesn’t check inflation be- 
cause it merely provides a method of transmitting, 
not preventing, price increases. Applicable to the 
retail level, the regulation will generally allow re- 
tailers to pass on to consumers any price increases 
permitted to occur at the wholesale or manufac- 
turing level. At best it can prevent an excessive 
retail mark-up. By and large, according to trade 
estimates, it will mean retail price increases ranging 
from 5% to 10%. Apart from that, the regulation 
will be difficult to enforce, and involves miles of red 
tape and much bickering. Certainly the task of de- 
termining proper mark-ups is a complicated one, 
subject to conflicting interpretations. 

Then take “catch-up.” By that we refer to the 
new wage regulation which permits not only a 10% 
wage increase over January, 1950, levels but also 
numerous undefined boosts in the form of fringe 
benefits, hikes under escalator clauses, etc. It is 
nothing less than an invitation to further wage infla- 
tion. At the very best it may prevent for the time 
being wage increases that greatly outrun rises in 
living costs. But practically there is no limit on it. 
It is tantamount to an official stamp of approval of 
a sixth round. 

It is not far-fetched to surmise that back of this 
generous treatment of labor is the desire to bring 
union representatives back into the Wage Stabiliza- 
tion Board. This desire is understandable. Yet the 
price the country is expected to pay for labor co- 
operation seems high indeed. What’s more, if wage 





controls are so completely relaxed, labor will be the 
first to draw the conclusion that there is no insurance 
against inflation—as indeed there will be none. The 
consequences are not difficult to imagine. It will not 
be self-restraint. 

In view of this it is but natural that citizens ask 
themselves whether the Administration is really 
serious in its intention to hold the line against infla- 
tion, or whether it is merely going through the mo- 
tions. Exemptions and special cases have already 
ominously weakened the structure of controls. Prob- 
ably the biggest flaw is the exemption of farm prod- 
ucts which are selling below parity. The result is 
that a most important element in the cost of living 
escapes any immediate limitation. Because of this, 
other controls are more difficult to maintain. 

The arguments in favor of dealing generously 
with the farmer may be persuasive, particularly 
from a political standpoint; but here too, we feel, 
the nation is paying a heavy price. As in the case 
of wage policy, the public is not likely convinced 
that the attack on inflation is being made with 
single-minded devotion to the country’s interest. As 
it is, the stabilization program is getting nowhere 
fast. It is bound to fail as long as the administrators 
temporize. 


CAPITAL GAINS . 
Committee is currently 


. The House Ways and Means 
considering, within the 


framework of the general revenue bill, the lengthen- | 


ing of the holding period under the capital gains 
tax provision as well as an increase in the tax rate 
itself. As the law now stands, a person who holds 
a stock or bond for six months or longer need only 
pay a maximum tax of 25% on his profits. What's 
proposed is to lengthen the holding period to a full 
year and raise the tax rate to 3714%. Needless to 
say, investors have a vital interest in the outcome 
of this issue if only because these provisions have 
a vital bearing on their financial returns. 

Apart from personal interest, there is a broader 
issue involved. Tightening the tax provisions on 
capital gains almost certainly will act as a deterrant 
to investment. From a fiscal viewpoint, it almost 
certainly will reduce rather than increase the Goy- 
ernment’s revenues. Neither is desirable. 

Six months is a rather long time for most specu- 
lators to hold securities. It ties up capital and what’s 
more, under given market conditions, it provides 
less assurance that paper profits can be realized. 
To lengthen the period to twelve months would be 
tantamount to a freeze that would render many peo- 
ple less willing to take their capital gains, thus re- 
ducing the Government’s tax collections from this 
source. 

It can be countered, of course, why not take 
profits as they accrue. But this would mean that 
they are taxable at current high income and surtax 
rates, and few of the larger investors can afford 
that. Many would probably prefer to keep away from 
stock investments altogether. If so, the danger is that 
there would be an unhealthy return to stagnation 
of capital investments plus resultant loss of revenue 
to the Government. 

On top of that, a longer holding period were 
bound to reduce the market supply of securities 
since it will deter (Please turn to page 644) 
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As J See Jt! 





BY ROBERT GUISE 


LET’S STAND FIRM 


a since last November, Russia as part of an 
intensified “peace” campaign has been angling for 
a Big Four foreign ministers’ conference. Last Mon- 
day, preliminary talks of Big Four representatives 
opened at Paris with the purpose to prepare the 
agenda for the projected 
foreign ministers meet- 
ing, possibly in Washing- 
ton next month. 

The Paris talks will 
provide a showdown on 
the genuineness of Rus- 
sia’s professed desire for 
peace. But whatever the 
outcome, there is little 
hope for a substantial re- 
duction in the costly and 
dangerous friction  be- 
tween East and West. 
Russia’s attitude prior to 
the Paris conclave can 
hardly be regarded as en- 
couraging for really fruit- 
ful results. 

What could a Big Four 
foreign ministers’ confer- 
ence accomplish? No 
doubt it could change the 
whole world situation if 
it could eliminate some of 
the existing tensions and 
produce genuine agree- 
ment. But the chances 
for this are slim indeed. 
That’s why the western 
powers are approaching 
such a conference in a 
mood of skepticism born 








“WHILE ROME BURNS” 







we can be sure that their purpose is merely to em- 
barrass the West, not to contribute to a genuine eas- 
ing of world tension. 

It might be assumed that the West by now is im- 
mune to such maneuvers, and the hope is that this 
assumption will be borne 
out, that there will be no 
selling out for new Soviet 
siren songs in the shape 
of agreements which are 
not worth the paper on 
which they are written. 
After all, there is noth- 
ing to-date that would 
point to a real change of 
heart at the Kremlin. Its 
propaganda activity 
makes it crystal-clear that 
far from abandoning the 
aggressive tendencies 
which have alarmed the 
world, it is still pursuing 
the Stalinist aim of try- 
ing to subjugate the 
world, and that these ef- 
forts are now being pres- 
sed under the transpar- 
ent camouflage of a phony 
“peace campaign” with 
the chief objective of So- 
viet conquest of Germany 
as the key to European 
conquest. To gain the lat- 
ter, Moscow’s aim is to 
split the western allies. 





BO You see ANY 
EVIDENCE Yer 
oF A SPLIT IN 
WESTERN UNITY 4 
= 











The West will have to 
: 4 guard not only against 
a | Soviet trickery but its 





from failures of previous 
meetings with Russia as 
well as derived from the peculiar propaganda blasts 
recently emanating from Moscow. Washington, like 
all western nations, is deeply suspicious of Moscow’s 
real intentions, of Soviet motives and good faith. 
The Paris talks should not only provide a vital test 
of Russia’s intentions, but also a test of our own 
allies, particularly Britain and France who still have 
high hopes for some sort of a compromise agreement 
with Stalin that may obviate their need of rearming. 
The Kremlin knows that, and no doubt will make the 
most of it. At any rate, in the opinion of realistic 
observers, any agreement to which Moscow might be 
willing to subscribe is one based wholly on Russian 
terms. And that is unthinkable from our viewpoint. 
There have been rumors of “sensational Soviet 
concessions,” but if such “‘concessions”are to be made 
MARCH 
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own weaknesses. 

If a Big four foreign 
ministers’ conference should materialize, Russia can 
be expected to work hard to gain her ends. Certainly 
the meeting would become a first rate propaganda 
forum for the Kremlin. To split the allies, the Soviets 
may indeed advance sensational proposals such as a 
German settlement based on unification of a “‘neutra- 
lized” Germany with subsequent withdrawal of all 
occupation troops. The aim: To break up the western 
alliance, end western rearmament and knock the 
props right from under our foreign policies. 

It goes without saying that any such proposal 
would be strictly a fake, a tempting trap for the un- 
wary West. For Russia must know that she would 
promptly lose her hold and influence over a unified 
Germany the moment there were free elections. More- 
over, a German settlement (Please turn to page 644) 
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Wisest Policy Now 


Recent recession in average stock prices went 


further within the past fortnight, followed by 


a quiet rally which left the net changes of indecisive proportions. We believe it is prudent 


to continue allowing for a more substantial correction, without too great delay. for reasons 


detailed below. No change in our conservative policy is presently justified. 


By A. T. 


CA. an over-all perspective, the stock market has 
been a lukewarm affair over the last fortnight, re- 
flecting more hesitation and doubt than conviction 
either way. Average stock prices receded somewhat 
further within the period, but there were rallying 
tendencies toward the close of last week. Net results 
were: a small recession in the daily industrial aver- 
age; a more appreciable dip in the rail average; and 
a modest gain in the public utility average. The latter 
reached a new 1951 high, although remaining under 
its pre-Korea high, in the final week of February, eas- 
ing off a bit in more recent days. 

In general, the market has been in a dull, irregular, 
corrective phase now for about three weeks, since the 
uptrend highs to date were established on February 5 


MILLER 


by the rail average and on February 12 by the indus- 
trial average. At the lowest recent closing levels, the 
former had cancelled about 22% of the 23-point ad- 
vance from the reaction low of last December 4; the 
latter a little less than 14% of its 33-point rise from 
the same reference point. Thus it ranks as a minor 
correction so far, with more decisive technical evi- 
dence, either way, yet to develop. Compared with ear- 
lier uptrend weeks, trading volume has been consid- 
erably reduced, both in periods of price recession and 
on rallies. 


“Wait And See” 


It is clear that, compared with January and early 
February, investors and traders are in 
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TIVE DEMAND 


more of a ‘“wait-and-see” mood about a 
number of things. Hence, both demand 
and selling pressure are light. Whether 
the rally begun in recent days can devel- 


1909 . ° : 
op any significant momentum is yet to be 


340 tested. If not, a renewed downside test 

- will follow, perhaps in short order. It will 
320 be prudent to allow for the latter, and to 

defer any over-all expansion of holdings 

300 in common stocks, while awaiting either 

a more opportune buying level or, in any 

280 event, a stronger basis for confidence in 

medium-term market prospects than is 

2bo now evident, regardless of long-term po- 


tentials. At the present level and under 
immediate uncertainties, both technical 


_ 240 and otherwise, we see no justification 
for being in any hurry to employ cash 
2.20 reserves previously set up. 


Meanwhile, as usual in a period of in- 
decisive fluctuation in the averages, 
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DEC. JAN. FEB. too early to measure the full significance 


of the latter, on merely tentative evi- 
dence; but it is apparent that investors 
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are (1) less apprehensive 
about global war at least 
for the present; (2) lessin- | 210 
clined to assume the indefi- 
nite continuation of arms 
production at anything like | 190 
the peak rate now sched- 
uled by the Administra- | '*° 
tion; (3) somewhat less in- | ,40 
flation-minded than previ- 
ously; and (4) are begin- | 260 
ning to revise upward their 
previous expectation as to | 250 
total 1951 production of ci- 
vilian goods. 240 
3e that as it may, there 
has recently been more | 43 
than average softness in 
some of the metal-stock 
groups, cotton-goods is- 
sues, meat packer, leather 
and coal issues, as well as 
rails—all more or less war- 
economy beneficiaries ; con- 
trasting with above-aver- 
age strength or firmness in 
some of the automotive is- | 1. 
sues, finance-company 
stocks, bakers, variety 
chains, corn refiners, video : 
and utility issues. 3 
2 

' 
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More or less on the im- 
mediately adverse side, as 
this is written are (1) 
preparation for March 15 
income tax payments, for 
which some funds are with- 
drawn from the market by 
numbers of people; and (2) a wobbly bond market, 
reflecting credit-control uncertainties. The recent 
tendency in both high-grade corporates and Govern- 
ment bonds has been mildly downward; and it would 
surely have gone further without the grudging sup- 
port buying of Governments by the Federal Reserve 
System. The latter’s announced “accord” with the 
Treasury on debt-management policy leaves more 
questions unanswered than it answered; and does not 
end uncertainty about future steps of bank-credit con- 
trol. Even as a minor gesture of Treasury retreat 
from the 214% long-term interest rate, its implica- 
tions for the bond market surely are not on the favor- 
able side. 

Maybe the longer-term outlook is as inflationary 
as the Administration claims in its pressure for tax 
action, although we doubt it. In any event, the me- 
dium-term outlook begins to look less inflationary 
than many people had anticipated. There are two 
reasons for this. First, Federal deficit spending, inci- 
dent to the arms program, is still at least some months 
ahead. Second, after months of heavy stocking up by 
consumers and business concerns, it is beginning to 
dawn on people that the predicted shortages are still 
“around the corner”; and that, even when they de- 
velop in consumers’ durable goods, they will be very 
far from extreme, barring global war. 





The Specter of Overproduction 


The law of supply and demand must still be reck- 
oned with, as witness the recent sharp reaction in 
farm commodity futures markets; the sag in retail 
meat sales ; and the spotty indications of growing con- 
cern by retailers over their record inventories of 
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video sets and other appliances. Despite credit curbs 
and much talked of shortages of metals, both auto- 
mobile production and home building continue at 
levels which cannot be indefinitely supportable. It is 
not inconceivable that the coming shrinkage in both 
might be due more to withering demand than to the 
actual bite taken by defense requirements. 

So the threat, or possibility, of medium-term over- 
production of civilian goods must be alowed for. And 
beyond that, the specter of a situation of industrial 
over-capacity, as a result of unprecedented plant ex- 
pansion programs, might throw a long advance shad- 
ow if the odds should increasingly turn against global 
war. What that could do to profit margins ex-war, 
and with defense programs cut back, need not be em- 
phasized. Peace possibilities will bear watching as 
another Big Power pow-wow looms up, and perhaps 
more particularly if there are continuing indications 
for additional months that Stalin wants no part of 
all-out, atom-bomb war in which the Soviet regime 
would have nothing to gain and everything to lose. 
In this sense, our reasoned assumption is that he is 
peace-minded. 

That doesn’t mean of course, that on any evidence 
thereof, this country is likely to scrap its arms pro- 
gram in a hurry. But pressure in this direction would 
gradually increase. As far as the market is con- 
cerned, the psychological factor would probably be 
more incisive than actual prospects. Together with 
other elements in the outlook, it could take much of 
the steam out of the bull market. 

For the reasons cited, there is no change in our 
conservative market policy for the present.—Monday, 
March 5. 
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—CRUX OF INFLATION THREAT 
By E. A. KRAUSS 


Wats become known as the “Battle of the 
Potomac”—the long-standing controversy over mone- 
tary policy between the Treasury Department and 
the Federal Reserve Board—has flared up again after 
a brief period of quiescence, with President Truman 
once more entering the fray. 

His latest action took the form of appointment of 
a four-man committee whose task it is to find a way 
to curb further credit expansion while at the same 
time keeping interest rates from going much higher, 
an idea that looks pretty much like having one’s 
cake and eat it, too. What’s more, this would also 
seem to imply subordination of the Federal Reserve 
Board, created as an independent agency, not alone 
to the Secretary of the Treasury but to a new inter- 
departmental committee that has been given a ready- 
made program to put into effect. 

The conroversy over money and credit policies is 
far from a tempest in a teapot. It revolves around a 
vital question of policy which is fundamental in our 
mobilization—how to counteract the inflationary 
pressures arising from superimposing a large mili- 
tary program on the greatest civilian boom in our 
history. In other words, involved is a policy question 
of utmost importance to everyone and not the least 
to the average citizen, the wage earner, the bond- 
holder, the saver. 
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Thus it’s far from a techni- 
cal row over interest rates. 
The real issue is whether the 
Federal Reserve, our central! 
banking system, will ever 
again be independent in all 
its functions related to bank 
credit and the money supply, 
or whether it will continue 
to be forced to feed the fires 
of inflation by supporting 
Government bond prices in 
order to perpetuate the Gov- 
ernment’s easy money policy. 

The Federal Reserve Sys- 
tem is appointed by law to 
see to it that the volume, the 
cost and the availability of 
the money supply is such as 
to avoid either deflation or 
inflation. During World War 
II, under the stress of the 
enormous financing needs of 
that conflict, the Board 
helped finance the subsequent 
postwar inflation. Then as 
now, it had a peg under 
Government bonds. It bought 
these bonds to keep their 
prices from going below par, 
thereby pouring out new 
cash. And inflation feeds on 
a rising money supply. 

Banks have to have money 
to lend it. As long as they 
can obtain all the funds they 
want merely by selling Gov- 
ernment bonds to the Federal 
Reserve, no other credit re- 
strictions — such as raising 
the banks’ reserve require- 
ments—can be effective. All 
they have to do is sell some 
of their huge holdings of 
Government bonds, and that’s what they have been 
doing. Since a year past, they have been cutting 
down their bond holdings by about $514 billion to 
some $3214 billion, investing much of the proceeds 
in business loans bringing a far higher return than 
available bond interest. 

Thus for the last year, total banks loans have 
risen almost $714 billion, and business loans specifi- 
cally $434, billion. The inflationary character of any 
such expansion of credit is self-evident. Actually the 
bond support policy helps monetize our big national 
debt by providing the machinery to turn it into cash 
on demand. It makes Government bonds virtually 
interest-bearing money, since they can be sold at 
any time at no less than par. It’s close to creating 
printing press money. And each new bank loan made 
with the funds thus obtained creates a new deposit 
against which the borrower can write checks. 


A World War Il Devise 


The system was devised during the last war to 
meet big deficits, and the Treasury and the White- 
house want to continue it now even though it means 
perpetuation of an ultra-easy money policy in the 
midst of inflation. The Federal Reserve Board, real- 
izing its danger, wants to modify it. It wants to be 
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free to lower the support price for Government 
bonds so as to discourage the sale of bonds. This 
would mean letting interest rates rise somewhat, and 
here is where the trouble comes in. 


Opposing Viewpoints 


The Treasury’s view, supported by the White- 
house, is that the public credit of the U. S. depends 
on keeping the price of Government securities at or 
above par, which in practice means at a level afford- 
ing a 214% return on long term issues. It opines 
that this is of such enormous importance that the 
Federal Reserve System, if necessary, must keep on 
supporting the bond market (even if it has to manu- 
facture the money to do so). 

There is also, understandably, the desire to con- 
tinue a low interest rate pattern both on new 
borrowings and refundings of maturing Government 
securities. Any rise in interest rates would naturally 
increase the cost of borrowing as well as the debt 
service. And new borrowing, quite apart from heavy 
refunding operations, looms ahead. 

The Federal Reserve Board’s viewpoint is that the 
arms program can be carried out on a sound financial 
basis—that is without courting serious inflation—only 
by considerably deflating the civilian boom, which is 
impossible as long as the Federal Reserve is com- 
pelled, as it is now, to buy unlimited amounts of 
Government bonds at essentially fixed prices. We have 
described before what happens if it does. 

Discussion of this controversy rightly centers less 
on the question of interest rates and more on the 
broader issues involved. A moderate increase in in- 
terest rates is widely held desirable for various rea- 
sons, but much expert opinion also supports the view 
that a moderate increase would not in itself greatly 
affect credit tendencies. The important question is not 
so much the level of interest rates but the availability 
of credit. And the latter can hardly be governed and 
controlled so long as the Federal Reserve must sup- 
port the Government bond market. 


Independence of F.R.B. At Stake 


An equally basic issue is the independence of the 
Federal Reserve System from political domination. 
The System is charged by law with conducting its 
operations with a view to the broad interests and 
needs of the national economy as a whole. The ques- 
tion arises: How is this duty to be reconciled with a 
policy that has as its central feature the maintenance 
of a fixed level of prices and yields on Government 
securities regardless of underlying conditions in the 
market for such securities, and the inflationary or 
deflationary pressures that may be present in the 
general economic situation. é 

But let’s return to where the average citizen comes 
in. As far as he is concerned, the real issue is whether 
the cost-of-living is being forced up by the Govern- 
ment’s money policy, whether inflationary trends 
thereby set in motion will progressively lower the 
purchasing power of his savings, of his annuities, of 
his pension or pension rights. The answer, unfortu- 
nately, is in the affirmative. 

It has been asserted that there would be little or no 
need for price-wage controls if Federal money and 
credit policies were sound, if credit were subject to 
general controls and interest rates more flexible. If 
the interest rate on Government bonds were permit- 
ted to go up, it is suggested, saving would be en- 
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couraged and excessive demand for credit dis- 
couraged. The assertion is by no means far-fetched. 

Since the Korean war started, we have had sub- 
stantial price inflation. What caused it? Certainly not 
the Government’s expenditures for war and re-arma- 
ment, for such outlays to-date have been relatively 
small and the Treasury, moreover, actually has a cash 
surplus at present. If anything, the budget has been 
deflationary because higher taxes imposed were 
promptly productive of revenues in excess of current 
outlays. That situation of course will change as mili- 
tary spending is speeded up. 
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If, nevertheless, we had lively inflation, it was in 
no small measure due to the steadily expanding money 
supply resulting in too much money chasing our goods 
supply. In other words, the inflation was credit- 
financed, not deficit financed. In recognition of this, 
the monetary authorities have undertaken various 
steps in the credit field in order to curb any further 
rise in the money supply. Through its open market 
operations, the Federal Reserve forced the one-year 
Treasury rate about one-quarter point higher. This 
was to be reflected in higher rates for all types of 
borrowing. It also imposed restrictions on mortgage 
and consumer credit, increased margin requirements 
and the banks’ reserve requirements. 


Little Effect 


But the small increase in the short term money 
rate had little effect in stopping the expansion of 
bank credit and the money supply because this area 
is too limited to have real effects. And raising re- 
serve requirements, ordinarily a most effective 
means to bring about a contraction of lending, is of 
little value as long as new funds for lending can be 
so readily obtained by bank selling of Government 
bonds. As long as the Federal Reserve System is 
obliged to maintain a support of long term bonds 
at a low rate, the amount of increase that can 
take place in the short term rate is limited. And 
unless the movement of rates can be such that price 
declines create losses in outstanding securities suff- 
cient to discourage prospective lenders from selling 
such securities and use the proceeds for loans, or 
unless the rate is raised sufficiently to discourage 
the borrower, a change in interest rate is not effec- 
tive. The bond support policy, continuation of which 
is urged by the Administration, in other words will 
continue to make for credit inflation. 

While this policy may enable the Treasury to bor- 
row at low interest rates, thereby saving a few 
hundred millions, the resultant loss to the public 
and the economy through inflation is likely to be far 
greater. And the Federal Reserve justly believes 
that in the public interest, it should no longer be 





forced to be an “engine of inflation”, with all the 
disastrous consequences to the economy and the 
people, merely for the sake of saving some millions 
in Government interest payments. 

Everyone knows that the central problem of in- 
flation is too much money. We have too much al- 
ready. To create still more by the Treasury’s bond 
support policy makes no sense. Let’s not forget, also, 
that if banks increase their lendable funds by the 
sale of Government securities, their lending power 
is actually increased by about six times the value 
of the bonds sold to the Federal Reserve. That’s the 
way it works under the banking laws. 


Is there a solution? Financial experts agree that 
in order to fight inflation, the Treasury should try 
to sell the bulk of its obligations to the public or to 
institutional buyers rather than to the banks where 
they have a tendency to be turned into check money. 
But individual and institutional investors are not 
greatly attracted to Government bonds at present 
low interest rates. Because of the latter, there has 
been a considerable shift out of bonds into stocks, 
as we know. And a great deal of investible funds 
has gone into loans. A more attractive rate of in- 
terest would doubtless induce potential investors to 
lend their money to the Government on a long term 
basis, but it is here where the Treasury’s low inter- 
est policy falls down. 


A change of policy that would lead to effective 
curbs on credit inflation by allowing interest rates 
to rise would, however, go much further than the 
above in the way of highly desirable results. It 
would reassure the public about the inflation threat 
to the extent that they would no longer be so anxious 
to hedge against inflation by converting money into 
goods, thereby pushing up prices. And, seeing prices 
more stabilized, they would no longer have the urge 
to rush into the markets and buy goods they don’t 
immediately need, merely to “beat” further price 
rises. And seeing that the Government is really 
willing to fight inflation determinedly, thereby pre- 
serving the value of savings, they would doubtless 
be more willing to save, and to help finance the 
Government, rather than to spend so as to escape 
further erosion of the purchasing power 
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of their money. 


Let’s not forget that the huge liquid 
savings in the hands of the public (esti- 
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mated at over $150 billion), while a mat- 
ter of satisfaction, can also become a 
great source of danger to the price level, 
should these funds be withdrawn and 
converted into goods to any great extent. 
| For as they are withdrawn, they add 
E ail further to the money supply; and a good 
deal of this has been going on in recent 
months as people strove to convert liquid 
resources into goods. 


Main Task Still To Be Done 
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|__J The task of controlling bank credit 
| still remains to be done. The Federal 
| Reserve System can disclaim all respon- 
| sibility for the continued expansion of 











TREASURY BILLS 
WEw S908 
| 











| | 
0 | | | 


: * 
K : ; 
” ! ne owed 
= 
| 
| } 
| J 
we wee pero er tern poree 
att aan tt ait acai M7 | 
| 9-12 MONTHS 
| | ' 
| | | 
— a z ~ | Pa ram ee ee 


bank deposits, since it has not been per- 
mitted to use its powers to prevent it. 
The new committee gathered by the 














1944 1946 1948 1950 


President to take over the job of credit 
(Please turn to page 643) 
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oo who worry unduly about future scarcities 
of consumer goods might do well to take a step back 
and look the bogey squarely in the face. They will 
find that it has not nearly the substance with which 
it is endowed by popular fear and imagination. They 
will be forced to the conclusion that while there 
may be some shortages, these will be neither severe 
nor of indefinite duration, always provided there 
won’t be all-out war. 

More and more, it looks as though fear of scarcities 
has been mainly based on exaggerated ideas encour- 
aged rather than discouraged so as to win popular 
support for stiffer taxes, controls, restrictions, etc. 
True enough, behind the widespread scare buying 
has also been fear of inflation, of steadily rising 
prices, but this fear too may prove exaggerated un- 
less the anti-inflation fight is bungled. To-date, the 
public probably has become more convinced of the 
seriousness of the inflation threat than of the effect- 
iveness of the steps taken to combat it. The result 
of these combined fears, inflation and shortages, has 
been an unusual eagerness to convert money into 
goods. 

The fear of inflation is probably more justified 
than that of shortages. Prices will be forced higher 
if price controls fail because the policy makers lack 
the will or courage for stern enforcement, or because 
there is too much slack at the wage end. If we allow 
costs to rise, prices will follow automatically. 

The shortage threat is another matter—it’s not 
nearly as serious. Defense requirements will absorb 
a much smaller percentage of total production than 
during the last war, and productive capacity is 
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consumer goods produc- 
tion is now being cut 
down, the cut won’t be 
so severe if measured 
against probable de- 
mand. 


oe Certainly so far this 
XKAE year, no one could justly 
complain about short- 
ages of consumer goods; 
there just weren’t any. 
Materials restrictions 
have proved milder than 
anticipated, mainly be- 
cause of the slow start 
of arms production. 
Thus output of autos, 
appliances, television 
sets, housewares and 
many other items has 
not been far below the 
peak levels of the sec- 
ond half of last vear. In 
some instances, new pro- 
duction peaks have ac- 
tually been established 
in January. The nation’s 
factories still produce a 
flood of consumer goods 
of every description and 
as a result, the stocks of retailers are piled higher 
than ever before despite the latest buying wave. 
Some businessmen even worry whether there may 
be difficulties in selling all the stuff they have ac- 
cumulated. 

One reason for this plenty, despite heavy con- 
sumer buying, is that industrial production in gen- 
eral has risen 10% since the outbreak of the war in 
Korea, and is now 20% above a year ago. That’s a 
sizeable rise and defense output played a negligible 
role; the rise was due almost exclusively to a step-up 
in civilian production. Production continues at an 
exceptionally high level with the great bulk still for 
civilians. Few of the bigger concerns currently do 
war work amounting to more than 10% of their 
total production. All of which assures an ample 
goods supply in the months ahead. 
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No Important Drop in Civilian Output 


Generally speaking, it would be rather surprising 
if civilian production this year would be less than 
last year, or if it would fall below 1949. Actual 
military spending in 1951 probably won’t come to 
more than $35 billion; if so, it would still leave some 
$265 billion out of an estimated gross national prod- 
uct of $300 billion (and it may be higher) for normal 
civilian purposes. That’s' about as much as last year 
after deduction of military expenditures. 

This refers to total output. It doesn’t mean of 
course that the same kind of goods will be available. 
Defense plans call for peak use of 25% of the steel 
supply, 40% of copper and 35“ of aluminum which 
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together with other metal restrictions means cut- 
backs in the hard goods supply. But these peak totals 
ne not be approached until the end of the year or 
ater. 

The automobile industry for example turned out 
629,000 cars and trucks in January, about 4% more 
than in January 1950 and nearly 30% more than in 
January 1949. In all of 1950, output came to over 
eight million units. Suppose civilian output will have 
to be curtailed fully one-third. That would still leave 
a production of some six million units, enough to 
meet normal requirements. 

It is highly questionable whether the auto indus- 
try under normal conditions could this year have 
sold an output as high as last year’s. The business 
was getting highly competitive as demand began to 
become less insistent after years of fast and easy 
selling. There is every indication that a goodly part 
of current auto sales is business borrowed from the 
future. Demand will be further restricted by credit 
curbs, by boosts in income and excise taxes, so that 
quite possibly there may be fairly close demand- 
— balance even if production is lowered one- 
third. 


Demand vs. Supply 


In gauging the outlook in every field, it is impor- 
tant to consider demand quite as much as supply. To 
expect indefinite continuation of current heavy con- 
sumer demand would be highly unrealistic. Demand 
will lessen once consumers are “bought up”, or when 
the fear of shortages is recognized as groundless. 
And when that happens, industry will again have a 
selling job on its hands. 

This is the case right now in the television indus- 
try. A few months ago, there was acute fear of 


shortages. Civilians rushed to get a TV set before 
output would be drastically reduced. What hap- 
pened? Curtailment of production so far has been 
small and spotty. A good many TV makers stepped 
up production substantially. Competion remains 
keen; there are plenty of sets on the market. Some 
say a real sales drive is needed right now. 

Certainly the many pages of newspaper advertise- 
ments by manufacturers and dealers point to neither 
existing nor prospective scarcities in the TV field. 
Chances are that production will remain relatively 
high even if the industry handles a heavier volume 
of war work. Development of excellent substitutes for 
scarce cobalt should make this possible. Supply, in 
other words, while smaller will very likely remain 
adequate to meet demand, for the latter will also 
ease off. Demand will almost certainly decline if the 
proposed 25% excise tax becomes law; much of 
current buying is to beat that very tax. It will les- 
sen further because of credit restrictions and because 
so much business has been borrowed from the future. 

Much the same argument can be developed in 
regard to virtually all consumer durable goods, the 
sector where shortages are feared most because of 
metal restrictions. Take major appliances such as 
refrigerators, washing machines, etc. Here, too, pro- 
duction is likely to be cut at least one-third but any 
such cut, or whatever it actually will amount to, is 
made from a high level. That in itself is important. 
Again there has been much anticipatory buying, at 
the expense of future business. And again, there are 
factors at work that will automatically shrink future 
demand. 

For instance, one of the major forces behind the 
postwar appliance boom has been the tremendous 
building boom. Residential building now is being cur- 
tailed via mortgage credit restrictions; if it goes 
down the projected one-third as it almost cer- 
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tainly will, this will automatically narrow the 
market for appliances in that particular area. 
In other words, demand as well as production 
will go down. In some fields, it may well be so 
that if output weren’t restricted by metal scarc- 
ities, it would have to be curtailed anyway be- 
cause of shrinking consumer demand. 

The fact is that consumer inventories of most 
goods are already high and this alone will sooner 
or later take the steam out of the current buy- 
ing rush. It probably would come to a halt over 
night if there were assurance of price stabiliza- 
tion. Where new excise taxes are planned, such 
as on autos, TV sets, etc., their imposition in 
itself will make itself felt. Demand prospects, 
in other words, are not unlimited and this 
should go far towards minimizing the shortage 
threat. 


The Cutback in Steel 


It is one reason why the latest cut in steel for 
use for hard goods is pretty much taken in 
stride by the industries affected. The auto in- 
dustry, for instance, should still be able to build 
about 500,000 cars a month, equivalent to an 
annual rate of six million. That may be just 
about the number of vehicles the industry could 
sell this year if there were no scare buying. If 
a 20% excise tax is slapped on new cars, the 
market may shrink a good deal below that fig- 
ure, enough to bring about demand-supply bal- 
ance even in the event of a 40% cut in car 
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production which would bring 
the annual production rate down 
to a little less than five million. 

In the face of all this, predic- 
tions of cutbacks to come lose a 
good deal of their terror. Auto 
output may be forced down 30% 
from last year’s peak rate. 
Household appliances, near peak 
output even now, may be off 
about one-third by mid-year, and 
perhaps a little more later; 
Radio and TV sets may be cut 
50% by July to make way for 
radar but with development of 
satisfactory substitute materials, 
the cut may well be less than 
anticipated. 

All these cuts will be from 
high levels, and there is every 
indication that demand will slide 
off, too. To the extent that de- 
mand-supply balance cannot be 
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BUSINESS INVENTORIES 


BOOK VALUE IN BILLIONS OF DOLLARS 
AT END OF MONTH 
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Heavy anticipatory buying to- 
gether with enormous inventor- 
ies in the hands of business 
should minimize any civilian 
squeezes this year. 1952, when 
the arms effort will reach its 
peak will bring the tightest con- 
ditions. 1953, when arms produc- 
tion is scheduled to level out, 
will also see new industrial 
capacity coming into use on a 
rising scale. With more mate- 
rials available for civilian pro- 
duction, output of cars, appli- 
ances, TV sets, houses, other 
things should then start rising 
again. Controls should gradually 
ease. Short of all-out war, 1953 
Vy is scheduled as a year of return- 


0, ing normalcy. Some have already 
Z dubbed it as the beginning of the 
1949 
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1950151 “era of magnificent production”, 
when enormously expanded plant 
capacity will bring about stag- 








established, shortages will occur 
but these, by and large, should 
not be serious. What’s more, they may not be pro- 
longed. Consumer stockpiling of hard goods has 
been substantial enough for the economy as a whole 
to live on its “fat” for almost two years without 
heavy impairment of the standard of living. By that 
time, current expansion plans should permit a new 
outpouring of goods that should reverse any short- 
age trends. 

Where such trends may finally be developing, their 
arrival will be delayed by existing large inventories. 
These are big enough (and a goodly part acquired 
at top prices) to make many businessmen shudder 
at what might happen in the event of a sudden slack- 
ening of international tension. 

At the end of 1950, total business inventories were 
valued at about $61 billion, almost $10 billion more 
than at the beginning of the year. Only about three- 
fifths of the increase reflects higher prices; the 
remainder reflects physical inventory additions. 

The uptrend in manufacturers’ inventories during 
1950 added $5.1 billion to book values and raised the 
year-end total to $34 billion. After adjustments for 
higher prices, the increase amounted to almost $2 
billion. This contrasts with the liquidation that char- 
acterized most of 1949 and had reduced inventories 
in that year by $3.4 billion. 

Retail inventories at the year-end were $16.8 bil- 
lion, up about $3 billion for the year, and whole- 
salers’ stocks had risen $1.5 billion to $10.8 billion. 
The rush to build up inventories was particularly 
pronounced in recent months. Last December, for 
example, total business inventories rose $1.5 billion 
and the uptrend has continued, contraseasonally, 
ever since. 

This is reflected by the fact that dealers and re- 
tailers shelves have remained well filled despite the 
abnormal buying rush of recent weeks. But this very 
rush, the second since Korea and still continuing 
after only a slight let-up, while reflecting doubt about 
the prospective supply of goods and price trends, 
eventually—once it subsides as it sooner or later must 
~should also help bring about demand-supply balance 
even under more restricted supply conditions. Mean- 
while the hoarding rush merely intensifies the very 
inflation that consumers seek to escape, and threatens 
shortages where none need exist. 


1951 


MARCH 


10, 


gering production feats with a 
plethora of consumer goods again flooding the country. 
Whether all this will come to pass remains to be 
seen. But looking at more immediate prospects, there 
is every indication that the total supply of consumer 
goods will not be cut deeply and that many such cuts 
as will occur will prove only temporary. Were hoard- 
ing and scare buying eliminated, the goods supply 
even in tighter areas might well approach a close 
balance with prospective demand. It is one reason 
why wise businessmen, despite prospective arms 
orders, consider the probable non-defense production 
level the single most important factor in the busi- 
ness outlook. 

As we have pointed out before, there is no rea- 
son why 1951 and 1952 should not produce a high 
volume or regular civilian business—barring total 
war. Such business should come close to the 1949 and 
even 1950 level in point of sales though not in profits. 
This should mean that many businesses will still 
have to sell rather than just take orders as during 
the last war. , 

Sooner or later, the hoarding public should wake 
up to this prospect and realize that it fell victim to a 
scare based on exaggerated ideas about impending 
shortages. 


Price Outlook 


What about prices? Even under controls, they will 
continue to rise for a while but run-away inflation is 
an-‘unlikely prospect if proper policies are instituted. 
One big reason is that the goods supply will remain 
ample by most standards. Another—that spending can 
be held in check as controls make themselves felt, not 
to mention higher taxes. 

Our post-Korean inflation so far has been credit- 
financed, not deficit-financed. Whether the latter may 
yet develop is to be seen and depends on fiscal poli- 
cies. But the credit boom at any rate is being 
throttled where it should be—at the credit end, and 
the impacts of these steps should be felt progressively 
though more remains to be done in this field. But as 
we curb credit, and thereby effective demand for 
goods, the bogey of real shortages becomes increas- 
ingly nebulous. And as it does, price pressure is likely 
to ease also. (Please turn to page 640) 
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By ARTHUR C. STRASBURGER, Tax Attorney 


Tia wide awake investor will not overlook the 
many tax problems that result from security trans- 
actions. In this period of steadily rising tax rates, 
he must consider the tax consequences of his actions 
in the same manner as a businessman. Although 
taxes should never be the principal factor in deciding 
either an investment policy or a particular change 
in a portfolio, tax consequences should always be 
kept in mind. 

It is imprudent to disregard income and gift 
taxes until the end of the year and of course it is 
worse to give no consideration at all to the subject 
until the time arrives when tax returns must be filed. 
In either situation the opportunity may be lost for 
effective tax minimization. Naturally, nothing can 
be done after the year has passed; the purchases 
and sales are historical facts that cannot be changed. 

On the other hand, some improvement in the pic- 
ture can be realized by a review of the tax picture 
prior to the end of a year. However, decisions made 
in December to sell, buy, sell-short, cover or place 
“puts” or “calls” primarily for tax reasons may be 
poorly timed. To avoid that year-end urge to do 
something before December 31 in an attempt to 
improve an investor’s tax picture, this article will 
attempt to pinpoint the important tax rules which 
an investor should keep constantly in mind, and 
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suggest various tax 
minimizing possibi- 
lities which an in- 
vestor may be able 
to adopt throughout 
the year. 

We must recog- 
nize at the outset 
that the Treasury 
Department has 
proposed drastic 
changes in the tax 
provisions affecting 
the stock market 
transactions. It is 
uncertain what, if 
any revisions will be 
adopted, and, in any 
event, it is improb- 
able that they would 
become effective be- 
fore 1952. Under 
such circumstances 
the investor must be 
alert for any legis- 
lative changes in the 
tax law. If higher 
tax rates are im- 
posed on investment 
transactions a com- 
plete review of in- 
vestments should be 
made prior to the ef- 
fective date of any 
change. 

Basic in the use of 
tax knowledge for 
investment is a 
thorough under- 
standing of tax ter- 
minology. A stock or 
bond owned by an 
investor is recog- 
nized as a capital asset; however, if securities are 
held by a dealer, then they would be treated as part 
of his inventory available for sale to customers in 
the regular course of his business. From an investor’s 
viewpoint, recognition of his securities as capital 
assets permits him to secure tax advantages pro- 
vided he satisfies certain conditions. 


Long Term vs. Short Term Holdings 


If a stock or bond is held more than six months 
before sale then it is recognized as a long-term hold- 
ing. Conversely, if a particular security is only held 
six months or less before sale, then it is recognized 
as a short-term holding. This terminology is impor- 
tant for proper treatment of investments when sold 
or exchanged. However, the income received in the 
form of dividends or interest, not being derived from 
a sale, is taxable in full in most cases just as most 
other ordinary income. 

An investor will only secure the benefits of a 
long-term holding if he retains his security for at 
least one day more than the six month period. If a 
sale is made of a long-term holding it is recognized 
as resulting in a long-term capital gain or loss; in 
such case only 50% of the gain or loss is taken into 
account. In contrast, the sale of a short-term holding 
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results in a short-term capital gain or loss, the full 
gain or loss being taken into account. The ordinary 
tax rates from 20% to 87% apply to net short-term 
gains and losses. 

However, only 50% of the net long-term gains 
and losses are subject to these tax rates. Further- 
more, an alternative is available if an investor has 
an excess of net long-term capital gains over net 
short-term capital losses, then that net gain is taxed 
at a 50% rate of instead of the regular rates. In 
effect, this means that every dollar of the original 
long-term capital gain is actually taxable at 25c on 
the dollar, due to the fact that only 50% of the 
long-term gain was taken into account when the 
sale was reported (50% of 50% of $1). 


When to Use Alternative Method 


This alternative method of computing the income 
tax on net long-term gains is useful for an investor 
whose net income reaches $18,000 and who files a 
separate return, or $36,000 if he files a joint return. 
This is due to taxable income above that bracket 
being subject to higher tax rates. In that case net 
long-term capital gains are not taxable with other 
income but the alternative method is used. Regard- 
less of the actual details of reporting, the general 
effect is to assure investors who understand the 
various tax possibilities that they will not be taxed 
at higher than 25% on net long-term investment 
gains. 

In tax investment planning, which must be con- 
sidered in the light of income from other sources, 
keep in mind that up to $1,000 of net capital losses 
in each year may be used to offset ordinary income. 
This special rule only applies to individual investors, 
not corporations, which are permitted only an offset 
of capital losses against capital gains. An investor’s 
net loss, used to offset net income, represents the 
excess of losses over gains, including both long-term 
and short-term sales during the year. 

In computing this loss only 50% of the long-term 
losses are taken into account. Any unused portion of 
the net loss after offsetting $1,000 of ordinary in- 
come may be carried over for five subsequent years 
to be applied, first against net capital gains and 
then against $1,000 of ordinary income in each year. 
This unused capital loss must be applied to the 
next five successive years and cannot be extended 
over more than a five year period. ~ 
If net losses were suffered in 1948 
and 1949, for example, the earliest 
losses are used first, but 1948 
losses could not be carried past 
1953. 

With these basic rules in mind, 
it should be apparent that some 
planning will permit the use of 
such provisions to the investor’s 
advantage. It is also true that the 
disregard of these tax regulations 
may cause an investor to lose an 
opportunity to realize some tax 
advantages without altering the 
character of his investment port- 
folio. 

While tax considerations usu- 
ally are deferred to the closing 
months of the year, certain steps 
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can be taken throughout the year year to reduce 
ultimate tax liability of profitable investments. For 
instance, during the early months of a year, it may 
be quite advantageous to take short term profits— 
particularly in sharply rising markets. In this man- 
ner, the investor can safeguard his profits or create 
a cushion against which any future losses, should 
they be sustained, can be charged. Any securities 
purchased later in the year, should they show profits, 
can be held for the six-month period. 

As a general rule, an investor will reap tax bene- 
fits by selling securities showing a paper profit after 
they become long-term holdings. Then only 50% of 
the profit will become taxable. A loss on an invest- 
ment should be realized while the security is a short- 
term holding; in that case the full loss may be used 
to offset capital gains. This “aging” as well as identi- 
fication of shares to determine which to sell and 
which to hold can be used to advantage. 

Not only will realization of gains be postponed 
until the security has been held more than six 
months, but it may be possible to sell high-cost shares 
to reduce gains or increase losses. Selling low-cost 
shares would increase gains and reduce losses. If 
actual identification of shares to be sold is not made, 
then the “‘first-in, first-out” rule is used, which may 
or may not be to the investor’s advantage. That 
means that the first shares purchased are assumed 
to be the first sold. 

The sale of a long-term holding realizing $1,000 
capital gain could be offset by a $500 short-term loss 
or $500 of deductions allowed against taxable in- 
come. From a different viewpoint, a short-term loss 
of $500 would offset $1,000 of long-term capital 
gains or could be used as an offset against ordinary 
income. Hence, if a paper loss has occurred, it may 
be advisable to sell before six months pass because 
thereafter, only 50% of a $1,000 loss can be used 
against gains or other income. It is therefore ap- 
parent that tax savings can be accomplished by 
investors in the low-income as well as high-income 
brackets by careful application of these tax prin- 
ciples to any contemplated change in investments. 


Special Situation 


In addition to these general rules, there are regu- 
lations covering special situations which, if under- 
stood, will aid in handling these special problems. 
If an investor holds a stock on which there is a paper 
loss he may consider selling it to establish a tax 
loss with the intent of immediate 
repurchase to maintain his invest- 
ment position. Such a loss arising 
from a wash sale is not recognized 
for tax purposes if a substantially 
identical security is purchased 
within 30 days before or after 
the wash sale. This rule applies 
regardless of the reason for the 
sale, but does not bar the taxa- 
bility of a profit realized on a 
stock which is immediately repur- 
chased. 

Knowledge of this penalty may 
permit plans to accomplish similar 
results without the same tax con- 
sequences. It should be possible 
to purchase a comparable security 
which is not identical to that sold, 


(Please turn to page 640) 
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WARNING from Capito] Hill that appropriations 
asked by President Truman in his budget message 
will not be forthcoming in the full amount sought, 
has sent the bureaus on economy expeditions of their 
own. That includes the military as well as the civil- 





WASHINGTON SEES: 


President Truman’s defiance of official elements 
who refuse to go along with his ideas will cost 
him the large share of credit that normally would 
go to him for reorganization of RFC. There appears 
to be no doubt that the five-man board will go 
out of existence in favor of a single administrator 
and staff, but while the White House originated 
the reorganization plan the facts show that it was 
not brought out until Mr. Truman had no alterna- 
tive. He finds himself doing under compulsion the 
thing he could have done voluntarily, and he has 
not accomplished the obvious objective of Reor- 
ganization Plan, No. 1, 1951: to ward off a con- 
gressional investigation of RFC. 

Insofar as the Administration is concerned, the 
recasting of RFC is a grudging one. The Fulbright 
report was termed by Mr. Truman as “asinine”; 
then he went ahead and proposed the very things 
which are fundamental in that report. Just as he 
“dared” congress to find points at which his 
budget might be reduced, he “dared” the senate 
by renominating the personnel—the board mem- 
bers—whose performances had given rise to the 
critical committee report by Senator Fulbright and 
his associates. 

The congressional castigation of RFC did not 
come as a surprise to the Executive Department. 
The President had warning that it would be forth- 
coming, months ago. All of the bitterness could 
have been averted had he adopted a conciliatory 
attitude, and that opportunity existed up to the 
very day that he sent the re-nominations to Capitol 
Hill. But he chose the other course. 

Against a different backdrop of action, he 
might still have claimed a creditable conversicn 
to the ideas advanced in the senate. 











THE R.F.C. MUDDLE 


By E. K. T. 


ian agencies. Representatives of the Budget Bureau 
are going over the estimates with departmental fis- 
cal officers and any items which cannot be fully 
justified against the backdrop of present foreign 
and domestic conditions are being lifted out. The 
operation is being handled very quietly but of 


course, with Presidential approval. The Budget 
Bureau hopes the eventual show of effort will win 
congressional friends. 


COMMUNICATIONS workers, who in recent years 
have carried their pay demands to the point of leav- 
ing congressional offices without telephone operator 
service, have come up with an idea which strikes 
some of the legislators as being somewhat incon- 
sistent. Their union (CWA) has adopted resolutions 
asking the lawmakers to declare a 100 per cent ex- 
cess profits tax on earnings exceeding the 1946-1950 
average. Big companies, says the union statement of 
policy on taxation, must realize the present struggle 
is not one to bring on profit enhancement. Signifi- 
cantly missing is a formula for taxation of wage 
excess today compared with that of the base period. 


REPUBLICANS, edging toward return to control of 
the government on the basis of the November elec- 
tion and all it portends, seem determined to pass 
up their chances on the issue of overseas troops 
under the North Atlantic security treaty, which they 
almost unanimously supported when it came up for 
consideration in July 1949. Opposition leaders now, 
as then, are Senators Taft and Wherry and their 
normal following; arrayed against them are Sena- 
tors Saltonstall, Lodge, and Ives and their “team.” 
Strength is about evenly divided, which makes for 
long and, possibly, politically disastrous debate, 
which is being called here a “Taft vs. Eisenhower 
preliminary.” 

ATTACKS on Charles (GE) Wilson will continue as 
long as he holds the office of Defense Mobilizer, for 
no man in that position can escape the wrath of 
those who are called on to perform in the interests 
of defense. But this can be put down for a fact: he’ll 
always have the support of President Truman be- 
cause Wilson is one big industrialist the President 
admires. The two men worked closely together when 
Truman was investigating World War II contracts. 
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President Truman's labor aides have a man-sized 
job on their hands to bring organized unions back into 
the Administration fold. When labor representatives on the 
wage stabilization board quit in protest against a 
planned pay formula and textile mill workers struck, it 
merely emphasized the resentment at White House charac- 
terization of the "sick" railroad workers as tantamount 

to organized action by the Kremlin. And it raises the 
question of how far government must yield to labor to win 
its cooperation in the present crisis. Appointment of 
Michael Di Salle as price czar was a manifest tribute 

to the unions, and when George M. Harrison was named aide 
to Stabilizer Eric Johnston, the White House considered 
it a job of appeasement well done. 


























The developments place the Administration 
definitely on the spot. Mr. Truman has relied heavily on 
Dr. John Steelman to keep the unions happy and he has 
done a good job of it without permitting his White House 
office to be converted into a mere conduit between the 
union hall and the Executive oval office. But it's doubtful if Steelman can placate 
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the trainmen are carrying their peeve is shown by recent publication in "Trainman News" 
— union organ — of the fact that Margaret Truman is in Hollywood to contract for 
appearance on the Railroad Hour Studio Show. "The 'Railroad Hour'," the publication 
tells its membership "is sponsored by the Association of American Railroads." 

The implication of sinister association is obvious! 











If past performance by the rail union is overlooked it would appear that the 
organization is through with the White House. "The liberal, capable assistants Mr. Truman 
inherited from Franklin D. Roosevelt have long since either quit in disgust or been 
fired," they sum up. But there was an even more serious break before the last democratic 
national convention, and when seconding speeches for Mr. Truman were in order, the 
union chief A. F. Whitney mounted the rostrum and against a musical background, "I've 
Been Working on the Railroad," called for HT's nomination and election. The distant notes 
of drum beating for Sen. Paul Douglas on the democratic ticket, Senator Wayne Morse 
on the republican ticket, now are being heard. It's a two-way bet. 









































Powerfully organized and politically smart postal workers will get a 
headstart on other federal employees on the matter of wage increases. They'll get a 
hearing before the general subject of pay boosts comes before congressmen, hope to 
complete hearings and action before the lawmakers get a bird-eye view of what the 
total will mean to the taxpayer. Oddly, the postal employees may get a fatter paycheck 
at a time when congress is considering President Truman's demand that a half-billion 
dollar annual operating deficit in the Post Office Department be wiped out. Principal 
cost of carrying the mail is the payroll. 


Newspaper publishers and other users of second-class mail are watching 
developments closely. Last year's bill proposed that they pay $125,000,000 more for 
postal service each year — $75,000,000 immediately, one year later the full amount of 
increase. They fought that off, reduced the congressional proposal to about $13,000,000 
more each year. But congress adjourned without final action. An increase in that 
classification is a virtual certainty this year and it will be fought only as to amount. 
If it remains under $15,000,000, the publishers probably will grab it. 


Mail order houses and others who use fourth-class heavily are certain to be 
tapped. This one doesn't need congressional sanction and it can't be lobbied down 
or out. The Interstate Commerce Commission has the authority, Postmaster General Jesse 
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Parcel post selling will be more costly. There's even talk of a four-cent minimum 

rate for first-class letter mail. The present rate is historical and the idea probably 
will be dropped. The fact that it would make it more costly to communicate with family 
members in military service will count against that. 
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Senate republicans will fight hard to save the post of Senator Butler of 
Maryland, currently under investigation as a result of campaign tactics which helped 
elect him. But if he is unseated, the political alignment won't change; former Senator 
Tydings, whom Butler defeated won't automatically get the place back, the governor of 
Maryland will appoint a successor. And the governor is as republican as his given 
names — Theodore Roosevelt McKeldin. The democrats hope to make some political capital 
out of this inguiry but really have their eyes focused and their mouths figuratively 
drooling for the one that will follow: Joseph Hanley's campaign for U. S. Senator from 
New York, and the famous "letter." 

The Interstate Commerce Commission has turned down a request for a general 
investigation of the long-haul truck competition with railroads. The regulatory body 
noted that such a probe would be neceSsarily long and proportionately expensive. 
Rather, the commissioners said, they will pass on the merits of each case as truck line 
applications are received. The bid for formal investigation of trucking was made 
almost one year ago. It had support from rail terminal cities, grain interests, railroads, 
and unions. Warning was sounded that trucks must be kept within a more limited orbit or, 
losing the profitable tonnage, railroads would be forced to up their rates substantially. 

The Reciprocal Trade Agreements Act will be delayed in the senate by the - 
absence from Washington of some of the more interested senators. The present enabling 
act expires in June and the house already has approved a three-year extension, so 
there's little likelihood that action will be delayed beyond the deadline. The measure 











































































































































under that proviso, wouldn't be required to stand helplessly by while a flood of imports 
threatened production and employment. That's the "peril point" at which a halt would be 
called — mandatorily and without further negotiations. ; 

Price Stabilizer Di Salle's prediction that prices will go up about six 
per cent by mid-summer is considered by informed Washington sources to be error on the 
Side of conservatism. Since the freeze was established, many mercantile establishments 
have been replacing inventory purchased at higher wholesale price than the retail 
level set under the general order. And in most cases Some advance in wholesale price 
had been declared before the stop order went into effect, and the impact was yet to be 
felt upon the merchandiser; so, it becomes a matter of degree and the retail level boost 
will fall some place within overtaking a huge increase or catching up with a minor 
increase. 





























Then, too, there is the matter of wage increases. The freeze order on payrolls 
is in the thaw-out stage. Naturally, higher production costs will be relected in higher 
retail levels. These are realisms that Di Salle accepts, but he's worried that con- 
Sistently advancing prices will have a bad psychological effect; that the public will 
lose confidence in the ability of government to hold the line at any given point. 

It is for that reason that he set the low percentage point of prospective increase, and 
Suggested that mid-summer might see the leveling off. Even top aides in his agency put 
it down as wishful thinking. 

A brand new type of lobby has come into existence here. It's made up of 
executive agency key personnel who are interested in getting moved out of Washington, 
ostensibly to so Spread the government operations as to make an A-bomb hit less 
devastating. What they actually want is to get out of Washington and stay out. They 
consider a location far removed from a congressional telephone switchboard, and beyond 
the range of a cheap cab ride, will get the lawmakers off their necks. Complaint is 
made that a senator or representative caught with the necessity of extending a favor to 
a job-seeker constituent or a "special interest" finds the agencies conveniently close, 
hounds the bureau personnel for not performing the impossible. 

Viewed objectively, there is logic behind some of the suggested removals, and 
they should be on a permanent basis. For example, no one yet has come up with a good 
reason why the Reclamation Bureau which hasn't an operating interest outside the west 
should be here; or the Bureau of Animal Industry, or Rural Electrification, the 
Bureau of Mines, the Fish and Wildlife Service. In World War 2, Securities Exchange 
Commission located in Philadelphia, had executive offices here. Application of that 
policy generally would save taxpayers an amount not yet computed. But it would be 
considerable. 
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By EDWIN A. BARNES 


Al aing company equities are divided into 
two groups—those of integrated companies and of 
companies subject to, or in the process of, “break-up.” 
The distinction is not absolute, of course, for some 
companies, like North American Company, may have 
substantially completed their break-up program and 
still not qualify as fully integrated. On the other 
hand, although we have included Electric Bond & 
Share in our “break-up” list (see table on next page), 
the company has no intention of breaking up, though 
it appears rather likely that it may be forced to dis- 
tribute its most important asset to stockholders. 

Over the past sixteen years since passage of the 
Public Utility Holding Company Act, the SEC has 
completed roughly three-quarters or more of its job 
of liquidating the holding companies or making them 
into “respectable” integrated systems with stream- 
lined structures. “Integrated” means, in general, that 
outlying properties have been disposed of and that 
remaining subsidiaries are inter-connected and op- 
erated as a unified system—though of course there 
are some minor exceptions to this definition. 

“Streamlining” means that all superfluous sub- 
holding companies have been eliminated (conforming 
to the “grandfather” clause which permits only a 
holding and sub-holding company in addition to the 
operating companies) ; also that the capitalization of 
MARCH 
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Utility Holding Companies 


both holding companies and 
subsidiaries has been simpli- 
fied as far as practicable, and 
the balance sheet put in solid 
position through elimination 
of intangibles, with equity 
ratio bolstered and _ plant 
acquisition adjustments writ- 
ten off or amortized. In gen- 
eral the SEC regards a 25% 
equity ratio as a minimum, 
although it has allowed one 
or two exceptions such as 
West Penn Electric, know- 
ing that the company will 
eventually work up to the 
25% level. 

The integrated holding 
companies included in our 
table are all large systems 
with annual revenues of 
more than $50 million with 
one exception, New England 
Gas & Electric. However, the 
stocks as a group have not 
vet acquired the same invest- 
ment status as that enjoyed 
by the big operating com- 
pany stocks, with the pos- 
sible exception of American Gas & Electric. In due 
course, with greater market seasoning and a better 
appreciation of the merits of these stocks, the gap 
between the average yield on the holding company 
issues and that on the operating companies should 
be closed or considerably narrowed. For long-term 
appreciation, therefore, the holding company stocks 
appear to have some advantage over those of the 
operating companies. 


Different Picture for ‘’Break-Ups” 


The picture is, of course, completely different for 
the “break-up” holding companies. With the possible 
exception of American & Foreign Power and Electric 
Bond & Share (as explained above), these companies 
will probably disappear from the scene over the next 
two or three years, leaving in the hands of their 
security holders cash and/or the stocks of subsidiary 
companies. Of the eight companies listed in our table, 
three belong in the same family—Standard Power & 
Light, Standard Gas & Electric and Philadelphia 
Company. We comment as follows on the status of 
the holding companies: 

American & Foreign Power recently filed a new 
recapitalization plan with the SEC, replacing the old 
plan which had been approved by the SEC and a 
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Federal Court but failed of consummation for tech- 
nical reasons. The new plan substantially follows the 
lines of the old, although somewhat more favorable 
treatment has been accorded the second preferred 
stock. Since a real effort has been made to combine 
the views of the various stockholder groups as well 
as to meet the wishes of the SEC, it appears likely 
that the plan will “go through” the Commission and 
courts at a faster rate than the old, and might be 
consummated by early 1952. It is possible, however, 
that the committee representing the second preferred 
stockholders will again hold out for better terms. 
But considering the treatment accorded them by the 
SEC in the previous plan, and the relatively favorable 
terms in the new plan, it seems rather unlikely that 
they will succeed in gaining further concessions or 
in delaying consideration of the plan. 

The estimated break-up values shown in the table 
are based on assumed values of 88 for the new de- 
benture 414s (about 10 points below the old deben- 
tures 5s) and 13 for the new common stock. The 
latter price may seem rather low, considering the 
estimated pro forma consolidated earnings of $2.59 
and parent company earnings of $1.44 for 1950. 
However, it seems unlikely that a dividend in excess 
of $1 can be anticipated, and the resulting yield of 
7.7% (at the assumed price of 18) would not, under 
present market conditions, seem too generous for 





Position of Leading Utility Holding Company Shares 


a foreign utility equity. The price-earnings ratio 
would, of course, be only 5, but consideration must 
be given to the occasional difficulties in bringing cash 
from Latin America to New York to permit future 
dividend disbursements on the parent company stock 
(such difficulties have caused irregularities in pay- 
ments on the old preferred stocks). 

General Public Utilities, which has a large foreign 
subsidiary, reflects in its price some market doubts 
about that company, and Brazilian Traction, Light 
& Power sells at roughly five times earnings despite 
its conservative set-up and record. 

As seems frequently the case with holding com- 
panies, the senior securities of American & Foreign 
Power sell at a substantial market discount from 
estimated break-up values while the junior stocks 
continue to show a substantial premium over esti- 
mated break-up prices. Holders of the lower priced 
issues appear hopeful of gaining improved terms 
from the SEC or the courts, despite the cold logic 
of statistical analysis. On the other hand, the senior 
securities (possibly because they do not lend them- 
selves to popular speculation so readily) seem to 
offer appreciation possibilities over the longer term, 
assuming that there is no change meanwhile in the 
basic factors. 


American Power & Light is really the “new” stock 
of that name, following the break-up program of 
early 1950. In the former 
program, the holding com- 
pany was kept alive as a 
vehicle to complete the liqui- 
dation of the North-western 














Net Estimated group, consisting of three 
va! "gaat" aaa ist".. ..htaet |] Sompanies. One of, these, 
oud ‘ we seated Pacific Power & Light, was 
INTEGRATED HOLDING COMPANIES sold to a banking group 
a=. s ae! hla ee OU 8 ee a a 
U s . seve - . e _,. il oe 
General Public Utilities 18% «18% 14% 1.10 6.0 s- . ra marketed a substan- 
Middle South Utilities ... ve 19Me 20%- 15 1.10 57 ee tial amount of the stock. 
New England Electric System... 12 13%- 10% 80 6.6 ae The second, Portland Gas 
iNew England Gas & Electric Assn..... 14% 157%- 12% 95 6.5 1.46 ze & Coke, is being reorganized 
_— American Company — 2158- 15% 1.15 6.1 lr and American’s remaining 
uthern Company ......... ance ee 13%- 10% 80 6.9 TD ease it ill b 1] d of 
Texas Utilities ......... nu 27M 27\- 25% cy) 3.5 2.403 ae equity will be small and 0 
COMPANIES IN PROCESS OF INTEGRATION a oe ame, be 
American & Foreign Power, Common 2% ee | ee (d) 3.375 % cial ings gy hired 
$7 Preferred . 88% 96% 64%  ... .... 18.26 126 ver, a very valuable 
$6 Preferred . 76 “el ee 18.26 108 equity and the management 
$7 Second Preferred 14% 25%4- 12% ~ ca 3.98 8% of American has been hope- 
American Power & Light, common. 21% 22%- 12 64) 3.0 607 26- 29 ful of realizing a substan- 
Electric Bond & Share, common 22 23%- 1442 2 Rea. 953 28 tial figure through its sale. 
Internat. Hydro-Elec. Eystem “A”... 14 4Y%- TMH... ads 884 13- 18 & 
$3.50 Cum. Convert. Preferred .. 86 ne 7.934 95-106 President Aller recently 
ae ae rab. fees common a Be yeh ag a eee z= em. announced (through the 
um. Preterre ; ——— 0—~—é«—C ar a j= me } . 
$6 Cum. Preferred ... sous cose Vs | | Sil eer 16.27 135-160 — er grok ~— 
Philadelphia Company, common 21% 24\2- 17% 70 3.2 744 21- 25 ° e€ ) a e 
Standard Gas & Electric, common... 10 ae aa i 1.986 = 9.15 holding company had made 
oy Cum. Preterved i i. ae sig is 90-110 ——— for the sale 
6.00 Cum. Prior Preferred. - X le 39 158-165 of its in 
$7.00 Cum. Prior Preferred..........160% 174 -136 7.0019 43 22.39 175-1859 power Patera wi public 
Standard Power & Light, common.... 6% Sk | ee er 01 6& 10 and muni- 
—— at a figure equiva- 
(d)—Deficit. ent to some 
*—To be merged with its r bsidiary Union Electric of Missouri. $23- $26 a share 


1_Do not include $6.89 partial “ona dividend. 





3_Estimated. 
4—9 months. 
5—12 ths to September 30, 1950. 





612 months to November 30, 1950. 

7_For period from February 15, 1950 to September 30, 1950. 
8_12 months ended May 31, 1950. 

8_Based on new management plan, whwich favors junior issues. 
10—Pgid on arrears. 





2—Paid 3% shares of Texas Utilities common stock for each 100 shares held. 


for American. Since the 
parent company is retain- 
ing net cash in its treasury 
of about $3 a share, the es- 
timated break-up value 
would approximate $26-$29 
a share if the deal can be 
consummated. However, 
(Please turn to page 632) 
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A Re-Appraisal of 


WOOLWORTH 


By GEORGE W. MATHIS 


* the sustained market advance from the lows 
of June, 1949, some groups have been especially lag- 
gard. Among the most unpopular have been variety 
chain stores. Perhaps the outstanding example of 
this “do nothing” behavior has been the pioneer of 
the field, F. W. Woolworth Company, largest as well 
as oldest of the familiar “‘five-and-ten” chains. 

While all types of industrials, particularly good 
quality stocks, have been climbing for almost two 
years, this “blue chip” of the variety chain group 
has done relatively little pricewise. In fact, as recently 
as late last year, the shares were drifting along at a 
level under the low of June, 1949, and since the 
Korean break the stock never has recovered to the 
1950 peak of a year ago, which was barely above the 
high of 1949. In short, investors have been able to ob- 







tain these 
shares for 
many 
months at 
prices affording a return not much below the con- 
ventional 6 per cent regarded as generous for quality 
common stocks. How is this investment apathy to be 
explained? Numerous reasons may be put forward, 
but not all of them are entirely convincing. 
Probably the major handicap envisioned by in- 
vestors in the case of the variety chains is the labor 
problem. Whereas grocery chains have been able to 
combat rising wage rates by converting small “hand” 
operations into supermarkets in which the customer 
selects his wants, carries them to the “check-out” 
counter, where they are wrapped to be taken out, 
variety chains have found such methods im- 











ae == a _ —-——* ee ak Geen practical. In the case of these stores, it still is 
| ———_—— Varnety Chain } —— fF Price Range = 5] necessary to employ one or two clerks for 
ee eee ee ee each group of counters, where individual pur- 

— | tow - 22 + ‘| Chases are handled. Instead of three or four 





Z - Purchase Money Mtgs. $9,903,562 —— ; i Rae = 
~ ————+ + Shs Cap Stk: 9,073,608 - $10 par > : ea anaes : 


cash resgisters for an entire store with a 
turnover of several thousand dollars, the 





: variety store must depend on dozens of cash- 
-¢9| iers, whose transaction must be checked later. 











_——— Clerical detail involved in each sale is far 


greater than in the supermarket. 





Greater Store Efficiency 














— Some progress has been achieved in gain- 
-%| ing efficiency among salesgirls through train- 
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ae i ing and upgrading, but the steady climb of the 











———= | general wage level has virtually prevented 


variety chain managements from realizing 





full potentials in expansion of sales. Until a 














method can be devised to reduce the labor 
element in merchandising, this group may 





| find it difficult not to slip back in the matter 
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1943 1944 | 1945 1946 1946 | 1949 | 1950 | 
2.48 | 2.60 | 2.43 | 2.26 | 2,35 | 2.42 | 4.12 | 4.32 | 4.48 | 3.83 | 3.82 | 
2.40 | 2.00 | 1.60 | 1,60 | 1.40 | 1.60 | 2.10 | 2. 50 | 2.60 | 2.50 | 2,60 | {ov 
62.0 | 6.5 . 64.5 | 77.3 | 89.6 [105.4 | 108.2 |118.8 [318.6 Tio7. 4 | 103.5 Kr ao. 3 ww] 


of profit margins. 
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Comparative Balance Sheet Items 
December 31 
ASSETS 1941-1950 
(000 omitted) Change 
Cash $ 19,591 $ 41,302 +$ 21,711 
Receivables, Net 1,355 3,511 oe 2,356 
Inventories 69,569 108,886 + 39,317 
TOTAL CURRENT ASSETS 90,315 153,699 + 63,384 
Plant and Equipment 143,452 217,045 + 73,593 
Less Depreciation 17,841 - 30,943 + 13,102 
Net Property 125,611 186,102 + 60,491 
Investments 42,745 30,919 — 11,826 
Other Assets 2,950 3,831 a 881 
TOTAL ASSETS $261,621 $374,551 +$112,930 
LIABILITIES 
Accounts Payable $ 2,356 $ 20,597 +$ 18,241 
Accruals 11,300 3,696 7,604 
Accrued Taxes 16,098 25,814 + 9,716 
TOTAL CURRENT LIABILITIES 29,754 50,107 + 20,353 
Reserves 410 1,807 + 1,397 
Long Term Debt 24,039 12,939 — 11,100 
Capital Stock * 97,500 97,500 — 
Surplus 109,918 212,198 + 102,280 
TOTAL LIABILITIES $261,621 $374,551 +$112,930 
NW WORKING CAPITAL $ 60,561 $103,592 +$ 43,031 
CURRENT RATIO 3.0 3.0 aa 
j 








Steadily rising tax rates impose another serious 
burden for variety stores. Thus although pretax in- 
come is steadily enlarged by expansion of outlets and 
by increasing volume of individual stores, the 
Treasury’s “take” makes difficult any improvement 
in net income after taxes. In the case of Woolworth, 
for example, it may be observed that federal income 
taxes rose from $4.3 million in 1939 to $13.7 million 
in 1941, to $29.9 million in 1945 and back to $22.3 
million last year. 

As an example of the impact of taxes, it may be 
pointed out that operating profit last year gained $4 
million, but chiefly because of higher United States 
and Canadian income tax rates, the company’s total 
tax bill including real estate and municipal levies rose 
almost $5 million for the year to $36 million, or $3.77 
a share. This showing might have been worse had it 





not been for the fact that the company was not sub- 
ject to excess profits taxes for 1950. 

Another restrictive factor has been competition 
from grocery super-markets in soaps, toiletries, pro- 
prietary drug items and kitchen utensils. Standard 
trade-marked lines now being carried in greater vol- 
ume by grocery and drug outlets in large shopping 
centers reached by motor car not only are contribu- 
ting to growth in other chains at the expense of 
variety stores but are pointing to the possible need 
for a vast change in merchandising policies. As shop- 
ping centers become increasingly popular, retail 
stores in congested down-town areas may find the 
going tough. 

This threat of keener competition points to another 
drain on earnings of Woolworth as well as other 
stores in its field. Management realizes the necessity 
of modernizing retail facilities and of concentrating 
on large outlets where each individual clerk has the 
opportunity of handling a greater volume of sales. 















Expansion Programs 






Woolworth appropriated $25 million for expansion 
and improvement of existing stores last vear. This 
program is scheduled to be pursued this vear at a 
slightly slower pace unless store equipment should 
become more plentiful than now seems likely. The 
company has followed a policy of financing this 
growth out of surplus or retained earnings. Accord- 
ingly, unless management should reverse its pro- 
cedure of the past, it would seem that earnings again 
would be utilized for this purpose in 1951 and pre- 
sumably dividends will remain conservative. 

Inflationary forces present in the wartime econ- 
omy also have proved a handicap. Along with other 
merchandisers (and manufacturers), Woolworth 
management set to work to enlarge inventories last 
vear when it became apparent that the Korean affair } 
would give impetus to armament production. As a 
result, inventories were enlarged some 20 per cent 
to $108.8 million, and this development put a strain 
on the cash position. New lines have been added in 
a further gradual extension of retail departments in 
large outlets. Inventories were increased to some ex- 
tent of course in (Please turn to page 637) 









































Long Term Operating and Earnings Record 
Percent | 
Net Earned on 
Net Operating Operating Net Profit Net Div. Invested 
Sales Income Margin Taxes Income Margin Per Per Capital Price Range 
-— Millions -- A -- Millions -- A Share Share ~ 1941-1950 » 
1950 . $632.11 $61.1 9.6% $22.2 $37.1 5.9% $3.83 $2.50 12.5% 251 -42% 
1949 615.6 48.2 7.8 18.6 37.1 6.0 3.83 2.50 12.5 4958-44 
1948 . 623.9 59.2 9.4 23.2 43.4 6.9 4.48 2.50 15.2 4958-417 
1947 593.3 58.4 9.8 24.2 41.9 4.0 4.32 2.50 15.7 53 -43 
1946 . 552.3 57.6 10.4 24.0 39.9 Fiz 4.12 2.10 16.1 62-43% 
1945 477.1 48.8 10.2 29.9 23.5 49 2.43 1.60 10.3 53%-405 
1944 459.8 44.9 9.7 25.8 22.8 4.9 2.35 1.60 10.4 44%-36% 
1943 _ 439.0 — 39.2 8.9 20.6 ae . 30 2.26 1.60 10.3 42%-30'2 
1942 423.2 41.0 9.6 v3) 23.5 ---- 5.5 2.43 1.60 11.4 31-21% 
1941 . 377.1 33.1 8.7 13.2 26.1 6.9 2.69 2.00 125 3414-23% 
10 Year Average 1941-50 $519.3 $49.1 9.4% $22.3 $31.7 5.7% $3.27 $2.05 12.6% 6242-212 
1_United States, Canada and Cuba. “~1950-51 Price Range to February 23, 1951. 
een 7 
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Pe. experience has proved that speculative 
rewards are sometimes in direct ratio to the risk 
involved. While this has been the exception rather 
than the rule, speculations of this type have never- 
theless often produced amazing results. Even more 
important than the element of luck from the stand- 
point of market timing has been foresight in selec- 
tion, with emphasis not so much on current status 
and immediate prospects but on the promise of 
dynamic growth over a period of time, that is the 
existence of inherent promise not immediately recog- 
nized. More often than not, another virtue has been 
patience. 

Taking into consideration prospective conditions 
in our economy, there are probably a number of 
stocks of this kind that hold interesting potentials. 
While we cannot promise you a miracle stock, we 
have after careful study selected five equities that 
in our view are suitable for commitment of a small 
percentage of your speculative funds. Most of these 
selections we would not recommend for conservative 
investors, nor for those with limited funds whose 
primary aim must necessarily be safety of 


pPRaLe™ 


Five Low-Priced 


Speculative 









postwar, the manage- 
ment has shown 
marked ability to con- 
trol costs, and to ex- 
pand traffic revenues 
to a point, first where 
earnings crossed the 
break-even point, and 
more recently, to the 
point where net in- 
come produced satis- 
factory per share 
profits. The outlook 
for 1951 is distinctly 
bright for further 
improvement in op- 
erations, and this 
soundly financed and 
experienced airline 
should continue to 
forge ahead steadily 
as the potentialities 
of modern air travel 
are increasingly 
broadened. 

There are several 
reasons why the cur- 
rent year should 
bring good results 
for this trunk line 
carrier, with its 
routes criss-crossing 

the country from coast to coast and serving many 
important industrial centers along the way. Passen- 
ger traffic this year should substantially expand 
under the stimulus of defense business and industrial 
activity. A 10% discount on military fares also will 
enable the company to compete better with railroad 
transportation. Cargo business also will likely 
increase. 

In the circumstances, it is quite possible that 
American Airlines’ large fleet of modern planes 
will operate with a high passenger load factor, with 
consequent benefit to earnings, even after delivery 
of 14 new DC-6s in coming months. Additionally, 
this line has been authorized to continue its opera- 
tion of existing coach line services. Aircoach tariffs 
have recently been raised to 414 cents a mile. 

The company’s expenses relative to revenues 
(operating ratio) since 1947 consistently declined, 
attesting to efficient management and expanding 
traffic. During 1950, this operating ratio undoubtedly 
shrank further, although the exact figure is not yet 
available. On reported operating revenues of $118.6 










































principal apart from adequate income re- 
turn and some appreciation potentials. But . — 
they may be considered by those who can American Airlines 
afford to take a risk, on the theory that 2 
above average risks can also produce above Total 
ee results. Bem et Operatin Prt Net Div 

In selecting these stocks, We have placed Years Factor (millions) — (millions) Per Share Per Share Price Range 
emphasis on the elements of management, ae peeioes esos oa 
prospective earning power and_ especially 1950 $118.6 - $104 $ 139 $ .25 15%- 9% 
inherent growth factors. But almost all like- 1949 64.6% 103.2 90.8% 6.5 79 1036- 6% 
wise afford satisfactory yield. In the follow- 1948 60.4 89.2 102.0 (d) 2.8 (d) .67 10'%- 6% 
ing, our selections are analyzed in some detail. Lal Poy ye eo a “ ° ro Mn ; 

AMERICAN AIRLINES: This largest do- ieee cade 
mestic air carrier in the last two years has *—Percentage of Operating Expenses to Operating Revenues. 
shown progressive improvement following years (d)—Deficit. _| 
of struggle to overcome deficits. All during 
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Diana Stores 





major sphere of operations. The defense pro- 
gram is stimulating great activity and increased 
employment all through the southeastern states, 








No. of Net 
Stores in Net Sales Operating Income Net Div. 
Years* Operation (millions) Margin (millions) Per Share Per Share Price Range 


| and as the supply of many durables wanes, 
consumers are expected to allot an increasing 
share of disposable income to the purchase 











19512 .. 105 5. 98 : $  .202 11%- 
1950 99 16.9 106% $ 10 $ 1.18 60 9%- 
1949... 89 17.4 11.8 1.2 1.40 60 9%- 
1948 77 15.4 11.7 1.0 1.20 5242 7%- 
1947... : 73 12.6 11.1 1.3 1.06 50 7%- 

1.9 1.13 25 13%- 


1946 61 12.8 14.8 


ne } of wearing apparel. The company has a sub- 


6% sidiary that manufactures sportswear and 
6% dresses for distribution by its retail outlets. 
5% For several years past, this integration has 
we promoted unusual stability in operating mar- 


-_|f gins, as the appended table reveals. 












*—Fiscal years ended July 31. 


quarterly. 


1_6 months ended January 31, 1951. 
2—Quarterly dividend payable March 15, 1951—previously paid 15 cents 


Evidence of strong growth by Diana Stores 
is shown by sales of $16.9 million in the 
fiscal year ended July 31, 1950, compared with 

















million, 7% above 1949, though, net income of $10.4 
million or $1.89 per share gained almost 65%. 
American Airlines enjoys considerable advantages 
as to excess profits taxes, a factor to consider in 
looking ahead. The company has strong finances, 
holding in its treasury more than $18 million gov- 
ernment bonds earmarked to pay for new equipment 
this year, and is steadily reducing an original funded 
debt of $40 million. Preferred dividends have been 
paid regularly. 


Improved Dividend Potentials 


As for the common stock, a recent price of 1414 
compares with a 1950-51 range of high—1514, low— 
954. Last September, in reflection of improved oper- 
ations, the directors paid a token dividend of 25 cents 
a share on the common stock, after a lapse since 
December, 1945. During the current year, more 
definite indications of dividend policies will likely 
appear; until then, the yield factor is hardly of 
importance. The main appeal lies in the prospect of 
continuous progress leading to ultimately really sub- 
stantial earnings and satisfactory dividends; in 
that event, shares acquired in the present low-price 
range could not help but experience substantial 
appreciation. 

DIANA STORES: This company operates 105 
stores in 12 states, mainly in the Southeast, retail- 
ing popular-priced women’s wearing apparel, under 
the names of Diana, Peggie Hale, Becks and The 
Outlet. As will be noted from the appended table, 
the number of stores successfully operated has in- 
creased substantially from year to year for some 
time past, and the company’s growth seems likely 
to continue on a broader scale. While the rapid indus- 
trial and population expansion throughout the south- 
eastern states has provided a fertile field for Diana 
Stores to exploit, proven experience in merchandis- 
ing is gradually encouraging establishment of stores 
in the East and also in the Middle West. 

1951 holds promise of an exceptionally good year 
for retailers like Diana Stores, especially in its 











Central Foundry 


Net 


Net Sales Operating Net Income Div. 











Years (millions) Margin % (millions) Per Share Per Share Price Range 
1950 . $13.7 133% $ 9 $ 150 $ .80 11%- 7% 
1949 : 10.8 15.7 1.0 1.59 60 11%- 7% 
1948 13.8 15.7 13 2.05 50 11%- 6% 
1947 9.6 10.4 6 92 25 14%- 758 
1946 : 59 42 F 5 ee 17%- 8% 
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only $1.3 million as recently as 1941, and earn- 
ings of approximately one million dollars versus 
$57,000. In the first half of the current fiscal 
year, volume of $9.8 million was reported, although 
net earnings are not available. A gain of 11.6% in 
sales was thus indicated for the six months. 

During January, volume was 26.1% above the 
year before, and the quarterly dividends rate was 
advanced to 20 cents a share from 15 cents. Despite 
increased taxes, it seems possible that this company 
will earn around $1.50 per share in fiscal 1951. At 
a recent price of 1014 for Diana shares, the current 
yield is 8.5%, rather attractive in view of its pros- 
pective stability. The stock of this relatively small 
but vigorous concern seems to have considerable 
speculative attraction for the long pull. 

CENTRAL FOUNDRY: Another relatively small 
concern whose shares are worthy of study for specu- 
lative purposes is Central Foundry, an up-and-com- 
ing specialist in the manufacture of soil pipes. Dur- 
ing postwar, this concern has developed and installed 
mechanized soil machines that have substantially 
increased production and operating efficiency. The 
business was established back in 1911, and through 
several acquisitions has expanded substantially. Soil 
pipe, pressure pipe made by a patented centrifugal 
process, fittings and plumber’s supplies made by the 
company are in wide demand for both residential 
and industrial construction, and Central Foundry 
enjoys a strong trade position. 

In the past five years, volume of Central Foundries 
has more than doubled, sales of $13.7 million in 
1950 comparing with $5.9 million in 1946. Last 
year’s net earnings of $1.50 per share were only 
9 cents below the year before; a loss on sale of real 
estate eliminated liability for excess profits taxes. 
The December 31, 1950, balance sheet reveals current 
assets of $4.8 million compared with current liabil- 
ities of $1.47 million, the latter more than covered 
by holdings of $1.6 million cash. An exceptionally 
strong financial position is thus indicated. The com- 
pany has no funded debt, and outstanding are only 
3,703 shares of preferred stock and 641,386 shares 
of common. 

A factor that lends attraction to Central Foundry 
shares has been consistent rise in annual dividends 
for the past four years. Semi-annual payments last 
year were 30 cents a share in May and 50 cents in 
December, for a total of 80 cents. On this basis, the 
current yield is 8.2% at recent price of 934, for the 
shares. Because of the relatively small size of this 
company, trading in its shares is not very heavy, 
but the fundamental merits of the stock and a mod- 
erate price add to their appeal in our opinion. Back 
in 1946, when earnings were only 18 cents a share, 
the stock sold as high as 1734. 
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CANADA DRY GINGER ALE: Here are 
have a large and long established concern that 
apparently is overcoming severe competitive 
conditions prevailing in the 1947-49 period, and 
in the fiscal year ended September 30, 1950, 
reported record sales and the most satisfactory 


earnings in four years. While annual sales of 1950 (Dec. Quar.)! $16.8 13.2%° $ 7 $ .38 ~ ies 
this company have steadily increased since a aes ig bs = by _~ bn 7 
1946, reluctance to increase the price of low- 1948. 50.1 8.5 27 131 60 155% 9 
priced drinks in line with rising costs restricted 1947 45.1 . 8.9 2.7 1.31 60 17%4-12% 
earnings to little more than $1.20 per share— fj '%46 37.5 9.6 2.2 (1.07 1.00 18 -12% 


on an average—for several years. In fiscal 1950, 
though, higher selling prices brought net earn- 
ings of $1.56. 

During the first quarter of fiscal 1951, sales 








Years* 


*—Years ended September 30. 

1_1st fiscal quarter ending December 31, 1950. 
*—Pre-tax margin. 

3—1951 Price Range to February 26. 


Canada Dry Ginger Ale 


Net Sales Operating Net Income Net Div. 
(millions) Margin % (millions) Per Share Per Share Price Range 

















of $16.8 million were 14‘< above the same 1949 
period, but increased taxes held net earnings to 38 
cents a share compared with 37 cents. The latest 
showing would have been somewhat better, had not 
allowances of $423,763 for excess profits taxes in- 
cluded the full amount for the last quarter of fiscal 
1950. The managehent views the outlook for 1951 
with great confidence, doubtless recalling that dur- 
ing World War II the earnings of the company aver- 
aged nearly $2.40 per share, despite heavy taxes. In 
the last war, the beverage industry could sell “any- 
thing that was put into a bottle” and the return of 
somewhat similar conditions this year was predicted. 


Expansion of Facilities 


As a result of careful planning, Canada Dry is 
favorably situated to operate from now on with 
greatly improved efficiency. Progressive construction 
in recent years of numerous strategically located 
bottling plants, now totalling 37, has greatly reduced 
transportation charges. About 15 years ago, the aver- 
ave case of beverages was carried 250 miles to mar- 
ket, but now the distance has been reduced to 18 
miles. By scattering these plants throughout the 
country, further progress has been made to meet 
heavy local competition, since there are about 6800 
bottlers of carbonated beverages in the United States. 

Additionally, the company has been alert to ex- 
pand its program to license bottlers in many active 
markets at home and in foreign countries where it 
does not directly operate itself. How costs of produc- 
tion and distribution have been reduced relative to 
volume, was illustrated last year when total expenses 
declined by $300,000 in a year when, as we have 
pointed out, sales increased by 14%. 

Now that Canada Dry at long last has found that 
to some extent, increased costs can be met by lifting 
prices above the traditional “Nickle Drink” without 
serious resistance from consumers, more prosperous 
times and increased growth seem ahead for the com- 
pany. While heavier taxes may prevent the early 
arrival of much larger net earnings, some improve- 
ment would not surprise. Completion of large-scale 
postwar improvements, furthermore, should permit 
distribution of a larger share of annual profits, 
according to the management. 

Last year’s total dividend payments of 95 cents 
a share represented 60% of net income, the same 
percentage as in 1949 when 60 cents a share was 
paid. Altogether, Canada Dry shares at a recent 
price of 1234, have no little speculative attraction, 
although of course a more favorable buying oppor- 
tunity may appear if the general stock market de- 
velops a corrective trend. At their 1946 high, the 
stock sold as high as 18. 
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COLUMBIA GAS SYSTEM: There is sound rea- 
son to suppose that the substantial postwar growth 
of this largest natural gas distributing system will 
continue unabated in the foreseeable future. Last 
year’s gross revenues of this $428 million company 
climbed to $159.8 million, 29°° higher than in any 
previous year. Despite record gas sales of 344 bil- 
lion cubic feet in 1950, more than 700,000 direct or 
indirect customers did not receive service for the 
full year. This fact alone provides room for increased 
volume in the current year, aside from heightened 


‘demand stemming from the defense program. 


Accounting for last year’s record revenues has 
been an expenditure of almost $204 million by Co- 
lumbia Gas to expand its big pipe line system and 
also its sources of gas supply in postwar years. In 
anticipation of growth in customer sales in the cur- 
rent year, the company plans to spend an additional 
$68 million and has $33 million in cash and govern- 
ment securities in the treasury to defray part of the 
cost. Sale of new securities in 1951 will furnish the 
balance of capital required. 


Last Year’s Results 


1950 net income of $17.5 million was of record 
proportions, while net per share of $1.18 compared 
with 84 cents in 1949. Quarterly dividends of 18%, 
cents a share were paid in 1950, with strong evi- 
dence of continued stability. As time passes, share- 
holders seem very likely to receive more liberal 
treatment, as a prolonged uptrend in net earnings is 
a reasonable prospect. 

With 14.79 million shares of common stock out- 
standing, it is natural for their price to be in the 
lower range, as indicated by recent quotation of 
133/,, but this has resulted in creating a stockholder’s 
list of 72,800 persons, thus broadening the market 
activity of these equities. The current yield of 5.4% 
is attractive for a growth stock of this caliber and 
any eventual uptrend in dividend income should 
be reflected by considerable percentage appreciation 
in the price of the shares. 



































Columbia Gas System 

Total 

Gas Sales Gross Net 

(Billions Revenues Income Net Div. 
Years of cu. ft.) ——(millions)—- Per Share PerShare Price Range 
1950 344.0 $159.8 $17.5 $ 1.18 $ 75 14%-11 
1949 259.4 123.8 12.2 84 71% 13 - 9% 
1948 246.0 120.1 13.9 1.04 75 14%-10% 
1947 231.4 111.7 16.6 1.36 75 1234-10 
1946 195.2 95.0 14.6 1.20 30 14 - 8% 
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Outlook for 
Foods, Dairies, 


By RICHARD COLSTON 


. ractically all divisions of the food industry 
are in excellent shape to meet a likely record demand 
in the current year. The Armed Forces see to it that 
their personnel on land and sea are provided with 
ample and high quality food supplies, and civilian 
purchasing power for table requirements will in- 
crease to new peaks. Since the supply of most foods 
promises to be adequate and—as everyone knows— 
their price trend is upward, food processors look for 
very satisfactory volume this year. 
From an operating angle, there are many new 
problems that await solution by the various groups 
in this vast industry, although a 
































excess profits taxes on many concerns 
in the food industry will not be severe. 
The most encouraging factor probably 
is that the industry never was in such 
good shape as currently to tackle a 
tremendous job in 1951. 

Plants have been greatly expanded 
to increase output, major operating 
economies have been effected, and food 
distributing efficiency has reached a 
record peak. The exceptionally rapid 
turnover characteristic of food proces- 
sors, and a well assured prospect for 
firm prices, combine to minimize risks 
of inventory losses. Generally speak- 
ing, well managed companies in the 
dairy, packaged foods and sugar divi- 
sions should experience a satisfactory 
year, and a moderate decline in net 
earnings should not impair the stabil- 
ity of dividends, perhaps even where 
the annual rate in 1950 was advanced. 

A deeper insight into the potentials 
of the various sub-divisions can best 
be attained by examining the situation 
of individual concerns in each branch. 
In discussing a few of these, we will 
enlarge in some degree our comments 
on the branches of the food industry 
they represent. On the appended table 
we present statistical data pertinent to 
a number of leading firms in the three 
main groups under review. 

According to the Department of Ag- 
riculture, total supplies of dairy prod- 
ucts for consumption will be about the 
same as in 1950. Primarily, therefore, 
a leading dairy concern such as Bea- 
trice Foods should have favorable volume potentials 
for the current year. On February 28, 1951, the fiscal 
year of this company ended with indications that 
dollar sales may have exceeded a previous high of 
$190.4 million established in fiscal 1949. During nine 
months ended November 30, though, margins were 
pinched somewhat by increased operating costs, 
while retroactive income taxes slightly curtailed final 
net income. 

5.2% larger sales, despite the foregoing, brought 
November quarter earnings of 81 cents a share ver- 
sus 82 cents a year earlier. Net income of $2.45 per 
share for the nine months com- 





little time may resolve some of 
these posers. Price ceilings estab- 
lished on many products, in con- 


trast to no restraint on numerous FOOD BRANDS 


basic farm prices now quoted i ths "eoolert. 


below parity, can hardly fail to 
pinch margins until such time 
as the entire situation can be 
stabilized. The serious shortage 
of box cars, also, has begun to 
restrict production of some food 
processors who normally would 
be operating at capacity. Neces- 
sary shifts in the forms of con- 
tainers that can be used consti- 
tutes another handicap to be 
overcome. 

On the other hand, while 
heavier income taxes will tend 50 pede 22° 
to prune earnings, the impact of 


150 


‘100 


DAIRY PRODS. 





MARKET ACTION OF FOOD GROUP 





‘950 


pared with $2.87 the year before, 
and prior to adjustments for ex- 
cess profits taxes since June. 
Although prices advanced rather 
sharply in December and Janu- 
ary until a ceiling was imposed, 
this advantage probably did not 
prevent net earnings for the full 
year from declining considerably 
below the $5.12 per share of fis- 
cal 1950. Dividends in the cur- 
fe rent year should remain un- 
* FOOD STORES changed at a quarterly rate of 
oe? 50 cents a share, but it is ques- 
tionable if the directors will sup- 
plement these near the year-end 
with a special of 50 cents, as 
was paid on January 31, 1951. 
Large sums spent to expand 
(Continued on page 634) 
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Statistical Summary of Leading Food, Dairy and Sugar Companies 








*Net Sales 
1950 1949 
——(§ million)—— 


Net Per Share Div. 
1950 1949 1950 


Recent 


Price Yield 


Exem 


Approx. E.P.T. 


ption 


Per Share* 


COMMENTS 





| 
| 
| 
| 


American Crystal Sugar... 


$ 33.11 $ 28.42 $ 3.232 $ 1.50 26 


5.7% 


$ 3.90 Rise in earnings probable in current fiscal year 


but decline may follow. 30 cents quarterly 
dividends seem well assured. 





| American Sugar Refining 
Ww 


287.2 = 277.1 10.60% 10.75 10.00 65% 15.3 


Outlook for continued high level earnings 
bright. EPT exemption base very favorable. 
Occasional extras should supplement $1 quar- 
terly dividends. 








_———— 
| Soetrice Foods 
1 W 


152.61 190.44 2.451 5.124 3.00 


4.15 


Vigirous and well entrenched concern and 
with good tax position. Fairly stable earnings 
expected. 50 cents quarterly dividends de- 
pendable, plus a periodic extra. 





| Best Foods 


ie 
| Borden Co. 
WwW 


| California Packing 
X 


ong Aquierre Sugar 
| 
| 


52.51 69.0 1.60 


2.80 


Strong demand for company’s various products 
should persist. Efficient management indicates 
satisfactory operations this year. 40 cents 
quarterly dividends secure. 





78.08 1.995 


5.698 


43.6° 


631.1 613.7 2.80 


149.31 174.64 6.544 3.50 


1.50 


Largest producer of margarines, with good 
diversification. Increased volume expected, and 
heavier taxes should not prevent fairly stable 
earnings. Quarterly dividends of at least 50 
cents likely. 





Demand for fluid milk and derivatives should 
expand in 1951. Increased taxes no serious 
threat to maintenance of 60 cents quarterly 
dividends or better. 





9.35 


Military demand and steady civilian sales 
brighten volume potentials. EPT base high. 
Continued good earnings anticipated. Occa- 
sional extras may supplement 6212 cents 
quarterly dividends. 





1.60 


Favorable crop conditions and demand, plus 
efficiently conducted operations, suggest satis- 
factory earnings. Dividends of at least 371/2 
cents a share should be paid quarterly. 








| Central Violeta Sugar 


| 


Clinton Foods 








| Continental Baking 


Consolidated Grocers . 


2.00 22 9.1 


73.1 2.281 2.40 


79.07 153.36 1.72¢ 


155.1 154.2 





| 
| Corn Products Refg. 
=: 


Cream of Wheat 


128.21 145.3 4.31! 


Freedom from inventory write-offs, and favor- 
able EPT shelter, should enhance earnings 
potentials. Dividends at an annual rate of $2 
per share are probable. 





3.75 


Prominent in frozen foods and corn products. 
Volume should rise in 1951, but heavier taxes 
may reduce profits somewhat. 20 cents monthly 
dividends seem safe. 








2.70 


Well situated to progress in 1951, as turnover 
should be unusually rapid and large sales 
expected. No change in the 25 cents quarterly 
dividend anticipated. 








Firm prices for bread and cakes should bring 
annual volume of at least $155 million and 
wider margins may offset heavy taxes. EPT 
burden light. 50 cents quarterly dividends 
should continue. 





Firm sugar prices enhance volume potentials 
for corn syrups, and demand for industrial 
materials should expand. 1951 earnings should 
comfortably cover 90 cents quarterly divi- 
sends 








6.41 by 2.00 


Operating economies likely to minimize tax 
inroads on earnings. Stable demand a pros- 
pect. 40 cents quarterly dividends appear safe. 











Cuban American Sugar 


2.50 


Important Cuban sugar operator. Increased 
taxes may pare earnings, but with little threat 
to quarterly dividends of around 25 cents 
a share. 








Cuban Atlantic Sugar ................ 


92.49 76.5 3.00 29% 10.1 


Continued high level earnings expected, due 
to favorable trade conditions. Quarterly divi- 
dends of at least 621/2 cents a share are likely. 





General Baking . 


106.7. 105.9 1.52 85 11 7 ot 4 


1.70 


Producer of wellknown ‘Bond’ bread and 
other bakery items. Outlook favorable for 
1951 operations. 15 cents quarterly dividends 
should hold. 





| General Foods 


pushedesesstatees 541.916 474.6 3.3116 = 4.77 2.45 45% 5.4 


3.55 


Company has strong trade position and vol- 
ume may increase, but high material costs 
and taxes may reduce earnings moderately. 
60 cents quarterly dividends safe. 





General Mills 


rior 215.310 395.811 


5.8711 2.50 60 4.1 


4.15 


Operating income should remain satisfactory 
but taxes may reduce net earnings somewhat. 
50 cents quarterly dividends seem dependable. 
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Statistical Summary of Leading Food, Dairy and Sugar Companies (Continued ) 





—— a 














Net Sales 
1950 1949 
—($ million) —— 


Net Per 
1950 


Div. 
1950 


Share 
1949 


Recent 
Price 


Yield 


Approx. E.P.T. 


Exemption 
Per Share* 


COMMENTS 





Great Western Sugar 


46.34 50.5 1.664 


2.18 1.35 20% 


6.5% 


1.85 


Some decline in volume possible and costs 
may rise for beet sugar producers. But con- 
servative 30 cents quarterly dividends may 
continue. 





95.212 170.513 = 2.7812 


2.8513 2.25 36% 


6.1 


3.30 


Granting good crops, 1951 earnings should 
prove fairly stable, despite larger taxes. 45 
cents quarterly dividends are probable. 





Holly Sugar 


40.42 43.9 


3.00° 


2.66 1.00 21 





Libby, McNeill & Libby 


135.41 145.34 


ai* 


50 9% 


47 


2.80 


Larger income from oil may offset possible 
reduction in sugar earnings. No change in 25 
cents quarterly dividends likely. 





5.2 


1.20 


Strong trade position and probably heavier 
emand for canned goods favor outlook. De- 
spite increased taxes, earnings should warrant 
payment of 25 cents semi-annual dividends. 





National Biscuit 
Ww 


. 296.4 294.4 3.08 


3.17 





National Dairy Products 
WwW 


909.7 897.6 5.00% 


5.27 








National Sugar Refining 
Ww 


151.8 134.5 4.50° 


4.40 2.50 30% 


6.5 


2.57 


Continued high level sales in prospect. Com- 
pletion of new plant now expands capacity. 
Fairly stable earnings probable. 50 cents quar- 
terly secure. 





6.1 


8.1 


3.75 


Large scale operating economies resulting from 
plant improvements should permit ample earn- 
ings after increased taxes. 70 cents quarterly 
dividends safe. 





3.45 


Second largest in industry. Market conditions 
favorable for 1951 operations. Slight decline 
in earnings possible but 50 cents quarterly 
dividends secure. 





Penick & Ford 


43.3 36.7 4.503 


3.40 3.10 39% 


7.8 


A leading producer of corn products and re- 
lated items. 1951 earnings may not match 
last year, but 40 cents quarterly dividends, 
plus occasional extras expected. 





Pet Milk 


100.41 142.1 5.581 


6.34 1.60 47 


3.4 


5.00 


Military demand for evaporated milk enhances 
sales potentials, aided by firm prices. Earn- 
ings per share should be satisfactory. 25 cents 
quarterly dividends safe. 





Pillsbury Mills 


111.719 200.911 


2.1611 2.00 34 


5.8 


4.85 


Larger sales of prepared mixes and steady de- 
mand for flour indicated. Despite increased 
taxes, 1951 earnings should support 50 cents 
quarterly dividends. 





Purity Bakeries 


67.2 3.58 


3.63 2.40 30% 


7.8 


3.75 


1950 earnings of $3.58 per share indicated 
ability to absorb heavier taxes. 60 cents quar- 
terly dividends should continue. 





South Porto Rico Sugar 


Standard Brands 


Stokley-Van Camp 





Sunshine Biscuit 


WwW 
United Biscuit 
WwW 


Ward Baking 


West Indies Sugar 


32.4 7.129 


223.41 262.9 


48.710 95.511 


104.9 104.8 7.24 


2.491 


7.02 8.00 61% 


2.34 


1.70 2454 


1.6311 1.00 19% 


7.67 4.00 59 





4.75° 


3.69 


5.35 1.80 321% 


3.85 2.00 2012 





42.09 36.9 


6.719 


3.59 3.00 31% 


13.0 


6.9 


B.2 


6.7 


9.5 


7.45 


Earnings in the current year should remain at 
high level unless price controls cause trouble. 
Liberal dividends should continue. 





2.45 


Sales potentials encouraging, and tax burden 
not too heavy. No change in 30 cents quar- 
terly dividends anticipated. 





3.70 


5.75 Demand prospects bright and improved oper- 


Specialists in both canned and frozen foods, 
demand for which should remain heavy. 1951 
earnings likely to amply protect 30 cents 
quarterly dividends. 


ating efficiency should somewhat offset in- 
creased taxes. Dividends of $1 quarterly 
should continue. 





4.50 


3.65 


7.05 Increased production, combined with favor- 


Good trade position and cost controls favor- 
able factors. Taxes may slightly reduce earn- 
ings but quarterly dividends of at least 40 
cents are probable. 

Well sheltered against EPT. Volume may rise 
in 1951. 25 cents quarterly dividends are safe 
and occasional extras would not surprise. 





able prices, should permit very good earn- 
ings. Quarterly dividends of at least 25 
cents a share are expected. 





W—Recommended for Income. 
X—Recommended for Appreciation. 
*—Per share, based on 85% of best 3 year average 1946-49. 


(d)—Deficit. 


7—24 weeks ended December 16, 1950. 
8_Year ended July 31, 1950. 

°_Year ended September 30, 1950. 
10_6 months November 30, 1950. 








11_Year ended May 31, 1950. 

12_6 months ended November 1, 1950. 
13_Year ended May 3, 1950. 

14_Year ended November 30, 1950. 
15_Pgid 5% in stock. 

16_12 months ended December 31, 1950. 


1_9 months. 

2—Year ended March 31, 1950. 
3_Estimated. 

4_Year ended February 28, 1950. 

5—6 months ended December 31, 1950. 
6—Year ended June 30, 1950. 
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By H. S. COFFIN 


_— currents affecting the building industry 
have become rather clearly defined of late, and on 
balance have created somewhat greater optimism 
over the 1951 outlook than prevailed a few months 
ago. In reflection of this circumstance, shares of 
many leading building materials concerns have re- 
covered from a temporary recession to sell near their 
1950 tops. 

Admittedly, residential construction in the current 
year will decline considerably under the impact of 
drastic Federal regulations designed to curb exces- 
sive mortgage credit and to channel essential ma- 
terials into defense work. It seems likely that no 
more than about 750,000 or 800,000 homes will be 
built this year in contrast to an astonishing record 
1.389,000 in 1950. Some builders predict an even 
greater decline, but there are signs that the Govern- 
ment would prevent this by easing the terms of Regu- 
lation X if necessary. At the lower level cited, how- 
ever, the annual rate of home construction would still 
be better than that in 16 of the past 20 years. 

Although the Government has recently put a crimp 
in construction of commercial buildings and amuse- 
ment edifices also, increased contracts for industrial 
construction in connection with the defense program, 
combined with many important public works, are ex- 
pected to make up for much of the prospective drop 
in private home building. In other words, total con- 
struction outlays may decline only about from 5% 
to 10% below the estimated $26.5 billion for 1950, 
and it may develop that these percentages will be 
pared by the end of the year. 

Suppliers of building materials also anticipate that 
in the current year, outlays for modernization and 
repairs will expand, and may perhaps exceed the $7.5 
billion spent for these purposes last year. With the 
increase in population and disposable incomes certain 
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to intensify the search for addi- 
tional homes in a period of shrink- 
ing supply, it will be natural for 
owners of old homes to expand their 
repair activities. The outlook for 
the building industry also is bright- 
ened by considerable lustre through 
the continued large scale construc- 
tion of public roads, schools and 
hospitals. Additionally, there is a 
good chance for passage of a bill introduced in Con- 
gress to appropriate $3 billion for defense housing, 
since adequate shelter will have to be provided in 
locations where housing facilities are inadequate. 

While the over-all picture shaping up is encour- 
aging, there will necessarily be some shifts in demand 
for certain building materials that may affect dif- 
ferent branches of the industry and their components. 
Federal controls may also tighten considerably more 
in the second half year. Operating margins of many 
concerns this year will likely narrow somewhat, 
although during the first quarter and possibly for a 
few months longer, earnings comparisons with a year 
earlier may be quite favorable. 


Building Activity Remains Strong 


Contrary to the usual seasonal trend, a rush to start 
construction in January, 1951, while the going was 
still good, according to Dun & Bradstreet, brought 
an average gain of 33.4% in building permits 
throughout the country compared with January, 
1950. From coast to coast, the gains were general, 
ranging in eight main sections from 12.7% to as 
high as 95.2%. Increased industrial construction, 
and home building for which financing had been ar- 
ranged prior to the imposition of Regulation X, 
probably accounted for the recent improvement. 
In partial confirmation of the foregoing, the Bu- 
reau of Labor Statistics reports that the rate of new 
non-farm dwelling “starts” in January established 
an all-time record of 87,000 units for that month. 

The building industry has so many divisions and 
the potentials for their respective components vary 
so much, that appraisals of earnings and dividend 
prospects must be based on individual company fac- 
tors. To assist our readers in determining the latter, 
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we append a tabulation with statistical data perti- 
nent to leading companies in the field. Within space 
limitations, it seems appropriate to discuss a few of 
these situations, choosing representatives of the 
various divisions in the industry. 

Johns-Manville Corporation experienced the best 
year in its history in 1950, reporting record sales 
of $203.2 million and net earnings of $22.8 million 
or $7.22 per share versus $4.83 in the previous year. 
Operations benefitted from an increased supply of 
long fiber asbestos produced in a newly developed 
Canadian mine, as well as from plant improvements 
that cost nearly $50 million in postwar. Considering 
that taxes of $20 million, $4.3 million above 1949, 
pared profits, the fact that the company’s net earn- 
ings represented 11.2% of sales attests to very satis- 
factory cost controls. 


Favorable 1951 Outlook 


In scanning the 1951 potentials of this leading 
manufacturer of building materials, an unusually 
diverse output is a favorable factor. Only about 60% 
of sales go to the building industry, the balance 
representing a long list of industrial items for which 
demand may expand in the current year. Further- 
more, the greater portion of building materials sold 
are used for modernization and repairs, a market 
which, as we have earlier pointed out, should con- 
tinue quite active in 1951. All said, the outlook for 
high level volume is promising for Johns-Manville. 
While increased taxes this year may reduce net earn- 
ings somewhat, this should not threaten stability of 
dividends at last year’s advanced annual rate of 
$3.50 per share, as they represented only 48% of 
net earnings in 1950. : 

The management of Celotex Corporation has con- 
servatively expressed the belief that “business vol- 
ume will keep up at a brisk rate for 1951,” although 
forecasts of operating results are more difficult to 
make because of manifold uncertainties. Lower de- 
mand for materials needed for new housing is rather 
clearly indicated, but defense requirements, other 
types of construction and remodelling should prove 
a good offset. Despite important plant improvements 
in postwar, this company plans to construct a new, 
modern facility to manufacture a full line of plaster 
boards and gypsum products, and has acquired 
‘ proven deposits of gypsum that assure an ample 





MARKET ACTION OF CONSTRUCTION GROUP 


200 


1 8o 


334 COMBINED AVERAGE 


eee 


160 


14¥o 
70 


60 


50 














614 






supply for all of the company’s needs for years 
to come. 

Celotex, as the leading producer of insulating 
products, enjoys advantages of considerable diversi- 
fication as well as a well-rounded and assured raw 
materials supply. On net sales of $48.7 million in 
fiscal 1950, ended October 31, the company earned 
$3.03 per share compared with $1.87 in fiscal 1949, 
but allowance for excess profits taxes covering three 
months may not have been made. EPT, though, 
should not be very burdensome for this concern. Con- 
servative 20 cents quarterly dividends should con- 
tinue to be paid. 

New construction of homes, commercial and indus- 
trial buildings accounts for a very small proportion 
of the sales of Devoe & Raynolds Company, the oldest 
paint manufacturer in the economy, a business estab- 
lished 197 years ago. The growth of this firm in the 
past decade has been dynamic, with 1950 sales of 
$47.2 million comparing with $13.2 million ten years 
earlier. Profits are reasonably well sheltered against 
excess profits taxes by relatively high earnings in 
the base period. Despite provision for heavier income 
taxes and EPT in the fiscal year ended November 
30, 1950, the company earned $4.83 per share on its 
Class A common stock, with one exception the best 
showing in ten years. 

Devoe & Raynolds has made remarkable progress 
in developing synthetic resins, working jointly with 
Shell Chemical Company in this respect, and opening 
broad markets for its “Devran” resin series with the 
paint trade. Since demand for paint for maintenance 
and industrial purposes should continue unabated 
in the current year, the sales outlook for this com- 
pany is most encouraging. On January 29, 1951, a 
stock dividend of 10% was paid to holders of both 
the Class A and Class B stocks, and a quarterly 
dividend of 25 cents will be paid on the Class B on 
March 31, with future stability well indicated. On 
the same date, Class A stockholders will receive 50 
cents a share. It is interesting to note that Devoe & 
Raynolds has paid dividends regularly in all but four 
of the past 57 years. 


E. L. Bruce Company 


The unprecedented building boom enabled E. L. 
Bruce Company, a leading producer of hardwood 
flooring, lumber products and chemicals, to report 
excellent earnings in the first half of the fiscal year 
to end June 30, 1951. Net income of $4.95 per share 
for six months ended December 31 compared with 
$1.15 in the comparable span of 1949. As yet in the 
current year, the new government credit restrictions 
have had no drastic effect on sales, because of heavy 
commitments outstanding on old terms. Sales are 
continuing at a high level, with numerous forward 
bookings. Prices on finished products are firm with 
current sales being made at ceiling prices. 

The management is confident that net profit per 
share for the current fiscal year will show a satis- 
factory increase over fiscal 1950 when $5.29 was 
earned. This concern has an estimated $4.75 per 
share EPT exemption base, a favorable situation. 
While demand for residential flooring may shrink 
substantially by midyear, during World War II 
many of the company’s products received high pri- 
orities, and annual volume and pretax earnings rose 
sharply in war years. In consequence, E. L. Bruce 
should fare well as the defense program expands in 
the current year, and volume may prove more stable 
that might be anticipated. (Please turn to page 628) 
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COMMENTS 


Unabated demand and firm prices indicated 
for 1951. Taxes may prune net earnings, but 
50 cents quarter-dividends are safe and a 
year-end extra possible. 








Volume will likely recede this year, although 
military business may be a stabilizing factor. 
Higher taxes may bring lower earnings, but 
with no hazard to conservative 25 cents quar- 
terly dividends. 





Company’s hardwood specialties should at- 
track substantial defense orders, as an offset 
to decline in home floorings. Management effi- 
cient. No change in 50 cents quarterly divi- 
dends expected. 





Favorable market outlook for asphalt shingles 


Growing defense needs and larger repair 
orders likely to assure satisfactory operating 
earnings. Income taxes may reduce net but 
EPT no serious factor. Quarterly dividends of 
25 cents a share should be paid. 








and gypsum products, for which company has 
enlarged plants. With higher taxes, net earn- 
ings may decline, but 25 cents quarterly divi- 
dends plus an occasional extra indicated. 





Strongly established trade position should 
bring continued large sales. Maintenance de- 
mand a major factor to support volume. 50 
cents quarterly dividends secure for holders 
of Class A stock. 





Aggressive concern covering broad markets for 
roofing materials and tile floorings. Replace- 
ment and repair work should create well sus- 
tained demand. Moderately reduced earnings 
in prospect but 50¢ quarterly dividends safe. 





Taxes may prevent attainment of 1950 record 
earnings this year but eminently satisfactory 
results expected. Dividends at annual rate of 
at least $3 per share should be paid. 





~ 7.19 With large Latin-American business supple- 


Capacity operations in 1950 may have in- 
creased earnings to a record high of $6.75 per 
share. Expanding defense needs should sustain 
high sales this year. Taxes may reduce earn- 
ings, but 30 cents quarterly dividends are pro- 
jected on proposed split shares (2-1). 





menting domestic operations, continued peak 
volume fairly certain. Firm prices and enlarged 
capacity brighten outlook. EPT position good. 
Dividends may total $5 a share this year. 





Expanded facilities should be well utilized this 
volume potentials are favorable. 
Prospective slight downtrend in earnings 
should not endanger annual dividends at a 
rate of about $1.50 per share. 





























Large scale expansion and aggressive promo- 
tional policies favor continued growth. Mode- 
rate decline in 1951 sales probable and taxes 
should also reduce earnings somewhat. 35c 
quarterly dividends seems secure. 








Some shrinkage in volume and operating in- 
cone probable, and taxes could reduce net 
earnings to perhaps a $4 annual rate, but 
dividends should continue at 50 cents quarterly. 
Defense needs for cement likely to offset 
lower demand in residential markets. While 
eornings may not match 1950, total 
dividends of at ieast $2 per share are expected. 
Larger sales of paints and chemicals may off- 
set smaller volume of flat glass for homes. The 
impact of taxes likely to reduce net earnings 
moderately, but annual dividends should be 
at least $2 per share. 

Emphasis on replacement sales favors 1951 
business outlook. A high EPT exemption base 
promises to sustain earning power. Cash divi- 
dends ranging from $3 to $3.50 per share 
are probable. 








Dominant concern in its field, with prospects 
of fairly well sustained sales this year. Earn- 
ings may decline from record level but occa- 
sional extras should supplement $1 per share 
quarterly dividends. 


Second largest producer of valves and pipe 
tools. The defense program may stimulate 1951 
business and earnings may rise slightly despite 
increased taxes. Annual dividends should con- 
tinue near the 1950 rate. 











The builders hardware division will be less 
active this year, but military orders for mate- 
rials handling equipment should fill the gap. 
Net earnings should prove quite stable and 
the recently advanced 50 cents quarterly divi- 
dends should be continued. 
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Position of Leading Building Materials Stocks 
Net Sales Approx. EPT 
1950 1949 Net Per Share Div. Recent Exemption* 
——($ million) — 1950 1949 1950 Price _ Yield __perShare 
AlphaPortlandCement $ 21.5 $207 $ 559 $ 552 $ 3.00 37% 81% $ 3.75 
Amer.Radiator&S.S... 200.12 2064 1.742 180 1.50 14% 10.5 1.75 
Seng gy eee .  ~—-93.78——i«K ST C5298 2.00 26 77 475 
III gasevcviassaricassanes 4874 383 3.034 1.87 100 17% 57. 5.00 
Certain-teed Products 55.9 43.6 3.91 2.84 1.50 16% 9.0 2.95 
Devoe & Raynolds “A” 47.25 39.72 4.835 2.28 250 26% 9.3 3.80 
Flintkote 938 678 583 4.33 3.00 30 #100 4.60 
“Johns-Manville 203.2 162.5 7.22 4.83 3.50 53% 6.5 3.75 
lehigh PorflandCem.. 44.3. 40.9 6.89 6.67 2.50 48 5.2 4.60 
X 
‘Lone Star Cement “$44. 639 10.47. 10.34 5.00 78% 63 
x 
“Masonite 7045 3846 «41.008 1.996 150 30% 99 i= ow 
aii. 4 £49 2.57 150 19 7.9 2.55 
Otis Elevator 61.32 87.0 “4.182. +526 275 437% 7.3 4.05 
X 
Penna.-Dixie Cement... 22.7 79 5.34 4.37 200 25% 7.8 3.40 
1951 
Pittsburgh Plate Glass 337.1 281.4 450! 3.79 250 40% 6.2 2.85 
Ruberoid 619 502 9.64 872 3.509 55 63 °° £7.30. 
U. S. Gypsum oo... 127.92 1378 14.172 «+1351 1000 117 85 10.85 — 
X 
Walworth 2372 «31.3 502 95 65 10% 60 135 
Yale & Towne ............ 64.8 56.2 4:501 249 1.50 39% 3.7 3.45 
*—Per share, based on 85% of best 3 year average 1946-49. 4_Year ended October 31, 1950. 
1_E£stimated 5—Year ended November 30, 1950. 
29 anus, 6—Year ended August 31, 1950. 
3_Year ended June 30, 1950. X—Recommended for Appreciation. 
ei stint hte a: 


7—6 months ended December 31, 1950. 
8—Quarter ended November 30, 1950. 
9—Plus 10% in stock. 


























Volume 


The volume of trading tended 
to shrink on the latest moderate 
retreat in stock prices. From a 
technical standpoint that is gen- 
erally a favorable indication in an 
immediate sense; but it does not 
in itself have prophetic signifi- 
cance for a forward period of even 
a few weeks. On the other hand, 
after a long and large advance, 
volume shrinkage during a phase 
of further rise in stock prices may 
indicate an important sub-surface 
loss of vigor in the upward trend, 
foreshadowing a decline of more 
or less importance. This kind of 
“signal” has already been given, 
since the additional phase of mar- 
ket rise in the forepart of Febru- 
ary was made on volume well 
under the highest of January and 
also under the average January 
volume. This kind of evidence is 
not always conclusive but, on the 
basis of past experience, it sug- 
gests that the near-term perform- 
ance should be watched for pos- 
sible additional indications of 
bull-market “anemia.” It certainly 
proved prophetic in 1946, in which 
the May peak of the 1942-1946 
bull market was recorded at a 
level about 3.5% higher than the 
best level of January, 1946, but 
on volume much under January’s 
highest. In that instance, average 
May volume was also below aver- 
age January volume. The subse- 
quent decline ran to about 50 
points, or nearly 24%, in the Dow 
industrial average. 
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General Motors 


The performance of General 
Motors, relative to the general 
market, is believed by some ana- 
lysts to have prophetic signifi- 
cance. Under one “‘system,” a bull- 
market top is supposed to be sig- 
nalled when G. M. goes four 
months without making a new 
high. It has done so now; and it 
made its high in the 1942-1946 
bull market in January, 1946, 
against May for the general list. 
On the other hand, this method 
did not signal the 1948-1949 de- 
cline, which is recorded as a minor 
bear market; and there were peri- 
ods in both 1943 and 1944 when 
the stock went for four months or 
more without making a new high; 
so that, if the method had been 
followed in those instances, the 
seller would have missed a great 
deal of that bull market. Maybe 
the system could be made to work 
by empirically extending the time 








factor to considerably more than 
four months. But the longer is the 
time period allowed, the more im- 
practical becomes any technical 
“indicator.” Thus, even the Dow 
Theory works if you give it time 
enough. That is, it indicates ma- 
jor tops and bottoms a goodly time 
—and many points—after they 
have been made. However, to- 
gether with other considerations, 
dubious action by General Motors 
might well raise some question 
about medium-term market poten- 
tials. The reason for this is not 
mystic. It is simply because the 
corporation is so important in our 
economy, and because so many in- 
vestors hold the stock. In other 
words, the general mood of a siz- 
able cross-section of investors is 
reflected in the action of this one 
stock. 


Bank Stocks 
On the matter of trend indi- 














| 
| INCREASES SHOWN IN RECENT EARNINGS REPORTS 
| 1950 1949 
| American Chicle Corp. Dec. 31 Quar. $ .90 $ .80 
| C. I. T. Financial Corp. Year Dec. 31 8.04 6.81 
| Scovill Mfg. Co. Year Dec. 31 5.48 1.20 
| Goodyear Tire & Rubber Year Dec. 31 15.62 8.40 
| U.S. Rubber Co. Year Dec. 31 11.04 5.62 
| Continental Steel Corp. _ Year Dec. 31 5.30 1.27 
| Atlas Powder Co. Year Dec. 31 4.26 2.51 
| Air Reduction Co. Dec. 31 Quar. 78 47 
| Bigelow-Sanford Carpet Co. Year Dec. 31 9.16 4.10 
Monsanto Chemical ... Dec. 31 Quar. 1.50 1.26 
vaomencen 
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cators, you can “pay your money 
and take your choice.” For in- 
stance, the action of New York 
City bank stocks has had consid- 
erable prophetic significance for 
a good many years. These stocks 
usually “top out” ahead of the 
general market. When they are 
strong, the inference is that the 
market faces nothing more than 
an intermediate correction at 
worst. That is the situation now— 
and it happens to square with our 
judgment of the basic factors— 
since the bank-stock group re- 
cently rose to a new high for the 
1949-1951 cycle of advance, while 
the general list was under some 
pressure. To cite the back record: 
New York City bank stocks, as a 
group, topped ahead of the mar- 
ket, by a few weeks, on the 1948 
spring-summer rise. They lagged 
throughout the abortive recovery 
of the market in the spring of 
1947. They made their 1942-1946 
bull-market high some months 
ahead of the market. They top- 
ped ahead of the market in the 
autumn of 1939; and in the au- 
tumn of 1938; and they were 
several weeks ahead of the gen- 
eral list in establishing the 1937 
major bull-market peak. This 
“indicator” did not work well in 
1929. Perhaps the reason was 
that bank stocks were involved, 
like most all equities, in a ram- 
pant speculation at that time; 
whereas they heve responded to 
investment influences in more re- 
cent years. 


Selection 

For obvious reasons, investors 
remain more interested in growth 
stocks than in any other type; 
just as speculators remain most 
interested in volatile low-priced 
stocks. As we have pointed out 
before, you are likely to fare bet- 
ter over the long term in stocks 
of leading, semi-mature growth 
companies than in “long-shot” 
situations because of the margin 
for error in selecting the latter, 
even though a few will “pay off” 
spectacularly. A partial list of 
Blue-Chip growth stocks would 
include Dow Chemical, Merck, 
American Cyanamid, Minnesota 
Mining & Manufacturing, Union 
Carbide, Corning Glass, American 
Viscose, National Lead, Minne- 
apolis-Honeywell Regulator, Scott 
Paper and Kimberly-Clark. This 
is a good reference list—when the 
market is down, not up. 


Research 
Some companies have grown 
1951 
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mainly as a result of mergers or 
other acquisitions. American 
Home Products is a notable ex- 
ample of this. In some instances 
a new management of a _ pre- 
viously moribund situation effects 
improvement which, for a possibly 
extended period, is equivalent to 
growth. However, the investor 
will be on surer ground, in looking 
for growth situations, if he em- 
phasizes new product development 
via aggressive research. One of 
many outstanding examples of 
this type is Merck, a manufac- 
turer mainly of medicinal chemi- 
cals, which is probably spending 
annually on research a sum equal 
to roughly a third of annual earn- 
ings. The latter set a new peak of 
nearly $11.3 million in 1950, equal 
to $4.46 a share, against $2.80 in 
1949: and previous peak of $3.67 
in 1948. Compared with the pre- 
war year 1939, dollar sales last 
year were up about 370%, share 
earnings up about 400% and di- 
vidend payments up nearly 590%. 
This company is still not too big 
for important further growth 
over the years. There is believed 
to be great promise in its “wonder 
drug’”’ Cortone (cortisone). Aver- 
age earnings indicate an EPT ex- 
emption well under 1950 net per 
share; and the stock, currently 
around 67, is selling close to 15 
times 1950 earnings, to yield only 
some 3% on the current dividend 
rate of 50 cents quarterly. In 
short, you have to pay a premium 
for any clear-cut, good-grade 
growth stock. It is justified only 
on a genuine long-term perspec- 
tive. 


Rails 


It looks like the speculative 
“party” in railroad stocks may be 
over for at least more than a 
minor period of time. In the latest 
upward phase, running from early 
last December into February, the 


Dow Rail Average rose about 
34%, compared with 15% for the 
industrial average. But rails made 
their last high on February 5, 
against February 12 for indus- 
trials; and have subsequently been 
more reactionary than industrials 
to date, having broken their De- 
cember-February “uptrend line” 
on the down side. This may be 
mainly a technical correction, but 
it appears also that investors are 
doing some second thinking on 
rails, and war stocks in general. 
Probably they are beginning to 
think that, if we get through this 
year without global war, it is only 
a question of time before the arms 
production will have to be cut 
back considerably from its peak— 
although the latter is still months 
ahead—since, otherwise, arms may 
be over-produced before we have 
gone a great distance into the next 
year. When enthusiasm has been 
overdone, smart investors are 
capable of taking a rather long 
look ahead, and acting on it. Even 
if rails revive, it stands to reason 
that they will meet with more 
profit-taking from here on than 
on the big rise from right after 
the start of the Korean war to 
early February. 


Air Power 


We are going to build a tremen- 
dous air force; and keeping it “up 
to snuff” probably means rather 
large annual outlays for new and 
improved planes, even after the 
general defense program tapers 
off. One of the beneficiaries will 
be Garrett Corp., a medium-small 
West Coast concern which has 
become a leading supplier of a 
number of aircraft accessories, 
such as temperature controls, elec- 
trical actuators, cabin  super- 
chargers, small gas turbines, etc. 
Earnings and dividends reached 

(Please turn to page 628) 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Quaker State Oil Ref. Corp. . Year Dec. 31 $3.14 $3.28 
Warner Bros. Pictures, Inc. . Nov. 25 Quar. -26 43 
Chichasha Cotton Oil Co. 6 months Dec. 31 2.11 3.06 
Oklahoma Natural Gas Co. 2.0... 12 months Dec. 31 2.95 3.11 
Borden Co. Year Dec. 31 4.68 5.10 
Sunshine Biscuits, Inc. Year Dec. 31 7.24 7.67 
First National Stoves: ..........:......c...ccccceeess Dec. 30 Quar. 2.03 2.07 
Kansas City Southern Rwy. Year Dec. 31 10.41 12.53 
Helme (George W.) Co. Year Dec. 31 1.99 2.30 
Wiele Chremieal Ces ..........:..26656..0.cccccccscncnees 6 mos. Dec. 31 1.84 2.30 
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What s head for Rusiness 2 


By E. 


It is becoming evident that the danger of a transitional dip 
in business is by no means passed. It may have been deferred 
a bit because civilian output has been holding up strongly, 
but signs are now multiply- 
ing that we may be ap- 
proaching it shortly. Pecul- 
iarly enough, an important 
reason is 











| BUSINESS ACTIVITY 


PER CAPITA BASIS 


M. W. S. INDEX not a sharp 
contraction of civilian pro- 
200 duction due to restrictions, 
accompanied by a relatively 
| 7 slower speed-up of arms 
output, but that civilian de- 

190 ‘ 
two mand may begin to waver 
, WEEKS after prolonged anticipatory 


buying. Observers already 
note that the second rush 
of protective buying since 
Korea is now receding quite 
rapidly in some areas, that 
order booking at the manu- 
facturers end has levelled 
off, that the rush to increase 
production is no longer evi- 
dent though admittedly most 
operations are still at a high 
level. 


YEAR 
aco 


In various markets, there 
are tell-tale signs of in- 
creasingly sated consumer 
hunger for goods thought 
to become scarce items be- 
fore long. Television and 
appliance stores are over- 
stocked and have stopped 
buying ahead because of 
dangerously high inventor- 
ies. Demand for home fur- 
nishings is ebbing. Furniture 
makers note slackening re- 
tail demand hitting back at 
the production end. Even the 
rush to get new cars, though 
still strong, is accompanied 
by discordant notes in used 
car markets that could even- 
tually work back and influ- 
ence new cars sales. In all 
these fields, there has been 
much anticipatory buying, a 
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great deal of borrowing from future business. Besides, credit 
restrictions, living-cost squeezes, and probably also the mort- 
gaging of future income through previous instalment pur- 
chases is beginning to make itself felt. Once television dealers 
say that TV sets are “running out of their ears”, once refrig- 
erator stocks are difficult to more, once retailers of all kind 
of consumer durables begin to shorten their lines and reduce 
orders to manufacturers, it doesn’t take long to create a 
psychology of caution all around, and distinct restlessness 
in business. 

The situation is further complicated in that the priority sys- 
tem is not working well. Many suppliers of basic materials 
are receiving rated orders beyond their required acceptance 
percentages and they don’t like it any too well because it is 
apt to result in unnecessary disruption of regular production— 
usually in lines where demand is holding up well. 

We repeat that much of the aforesaid is still psychological 
but that makes it no less important as a potential factor in 
the business outlook, as a potential economic force to reckon 
with. And evidences of a mild “peace scare” also persist, no 
matter how unfounded this may seem at this stage. 


Should Prove Temporary 


More likely than not, current uncertainties will prove tem- 
porary but that doesn’t mean that they couldn’t color the 
business picture for a few months ahead. Regardless of inter- 
national developments, this country is unlikely to backtrack, 
or even moderately curtail, its arms program any time soon. 
And mobilization agencies, by speeding defense orders, are 
endeavoring to overcome as quickly as possible the disloca- 
tions accompanying transition to a part-war economy. But 
there is a limit to the speeding up process; all things take time. 

Complaints on the price front are also mounting. One hears 
charges of procrastination in the “thawing out” process in 
various industries, notably textiles and leather, and delay in 
fixing new pricing rules in various areas. Most likely, many 
of these things are unavoidable. A somewhat slower but 
well-considered approach to these problems is doubtless pref- 
erable to hasty and ill-considered action. After all, we cannot 
expect transition to be smooth and painless. Nor can we 
expect control to be a pleasant experience. 

But there is some progress. The price fixers took the second 
big step since the general price freeze more than a month 
ago: A good part of the nation’s retail business has been 
placed under “mark-up” control, that is ceilings based on a 
retailer's average dollars-and-cents mark-up before Korea. 
It remains to be seen what this means in the way of resultant 
roll-backs or roll-forwards. Initial reaction is that while this 
action may result in some roll-backs, the preponderant effect 
will be price increases ranging from 5% to 10%. 
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The Business Analyst 





MONEY AND CREDIT—The Federal Reserve Board will soon 
ask Congress for additional power to control bank credit. 
This request is expected to be presented in a special report 
which will trace recent inflationary developments and seek to 
explain why the Federal Reserve has been unable to cope 
with them. The Board in effect will put up to Congress the 
long-standing controversy between it and the Treasury about 
monetary policies and ask how it can possibly discharge its 
control responsibilities while being forced to carry out the 
Treasury-dictated policies that require it to keep interest rates 
low by supporting the Government bond market. At the same 
time, the President asked for a study of methods to restrain 
private credit expansion while at the same time making it 
possible to maintain “stability” in the Government bond 
market. Whatever the exact outcome of these moves, there 
is little doubt that a further limitation of private lending will 
eventually be attempted but any success in this direction will 
depend largely on other policies. Raising bank reserve re- 
quirements cannot be effective so long as banks merely have 
to sell Government bonds to obtain new lendable funds. The 
credit inflation meantime continues merrily. For the week 
ended February 14, weekly reporting member banks show a 
net gain in loans of $253 million and in business loans alone 
arise of $128 million. On the other hand, there was a decline 
of $235 million in holdings of Government securities and a 
drop of $271 million in demand deposits. The Government has 
rolled up a budget surplus of $1 billion up to February 20 
but doesn’t expect it to last, of course. The Administration 
anticipates a deficit of $2.7 billion by the end of the fiscal 
year on June 30 as a result of increased defense spending in 
coming months. The deficit may be somewhat smaller, how- 
ever, in line with a higher tax take which many expect, though 
its extent will naturally depend importantly on the speed of 
future arms outlays. The previous fiscal year produced a 
deficit of $3.1 billion. 
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TRADE—Retail trade appears to level off at about its recent 
rate of increase over last year. In some fields, inventories 
seem to be out of line with the sales gains noted in dollar 
volume, particularly with the types of merchandise freely 
predicted to be in scarce supply because of the defense 
program. These include particularly television sets heavily 
accumulated by retailers and now becoming something of a 
problem. In many appliances, retailers therefore are ceasing 
all forward buying in an attempt to work off their existing 
stocks first. Meanwhile national department store sales for 
the week ended February 17 showed a rise of 17% over last 
year against 15% for the previous week. The margin of gain 
for the year to-date is 23%. 
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INDUSTRY—The upward trend in production has definitely 
leveled off at the high point of January and consequently, 
the rush to increase output is ebbing for the time being. 
Many observers still expect a troublesome gap between the 
regulated decline in civilian production and the ordered in- 
crease in defense output. A significant event was N.P.A.’s 
announcement that it would shortly order manufacturers of 
consumers’ durable goods to reduce their steel consumption 
in the second quarter and make further cuts in the third 
quarter. It is the first step towards a controlled materials plan. 
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COMMODITIES—The BLS reported that the index of whole- 
sale prices on February 20 stood at 183.4% of the 1926 
average—just where it was the previous week, but 16.9% 
higher than the level just before the Korean war broke out. 
It was the first weekly period since then that the index failed 
to climb but it would be highly premature to assume that this 
marks the end of the upward trend. Farm product prices 
generally continue to advance though not uniformly. Whether 
the price rise has been “slowed to a walk’ is for the future 
to tell. 
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MACHINE TOOL orders in January continued to gain, 
pushing the industry’s order backlog to a new high, accord- 
ing to the National Machine Tool Association. The latter's 
index for January was at 478.8 compared with 410.1 in 
December and 99.7 in January, 1950, (1945-47 equalling 
100). 


* * 2 


AUTOMOBILE AND TRUCK OUTPUT in the week ended 
February 24 rose to a new high for the year of 181,103 
units, according to Ward’s reports. This was a gain of 12,520 
over the preceding week and 63,616 above assemblies in the 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
PAMLITARY EXPENDITURES—$b (e) Jan 1.78 1.70 1.14 1.55 . 
Cumulative from mid-1940. Jan. 407.8 406.1 392.0 13.8 envi Saat peas SPP) 
FEDERAL GROSS DEBT—$b Feb. 21 255.9 256.0 256.9 552 | like period last year. For February as a 
whole, production is expected to reach 
aenair ratings 609,000 vehicles comparing with 471,470 
Damend Gapeite~O4 Geaten} Fab. 14 50.5 50.8 46.9 26.1 | in February 1950 when Chrysler plants 
Currency in Circulati Feb. 21 27.2 27.1 27.0 10.7 | were strike-bound. 
BANK DEBITS—13-Week Avge. - m . 
New York City—$b Feb. 14 10.69 10.78 9.09 4.26 RETAIL SALES in January were 25% 
93 Other Centers—$b Feb. 14 16.12 16.32 12.76 7.60 | above the volume for the same month in 
1950, with an estimated value of $11,800 
pee irene ane “i re a m8 wi million. Sales normally drop from Decem- 
pies ber to January, but this year’s decline of 
st ab chien Dec 47 46 41 23 about 20% was much less than usual, 
elapse ee 23 id id 10 making possible the excellent rate of in- 
easels ang ave sil 12 12 3 crease over a year ago. All lines showed 
a Dec 23 22 7 10 good gains over 1950, partly reflecting 
POPULATION—m (e) (cb) Am 153.1 152.4 150.6 133.8 higher prices but also bigger unit sales. 

Non-Institutional, Age 14 & Over | Jan. 109.2 109.2 ©1088 ~©101.g.-~«|- Phe automotive group had sales of $2,470 

Ciaticn daher Force ais 615 62.5 614 55.6 million against $1,907 million in January 
Unemployed mee 25 22 45 3.8 last year, reflecting the latest wave of 
Employed ice 59.0 603 56.7 518 scare buying and well maintained factory 

In Agriculture Jan 6.0 6.2 6.2 8.9 | Production. 
Non-Farm Jan. 53.0 54.1 50.7 43.8 “ . : 
At Work am 513 52.5 49.1 43.2 NATURAL RUBBER that can be used 
Weekly Hours. Jen 413 412 409 42.0 | in consumer products during the second 
Man-Hours Weekly—b iio 2.12 2.16 2.01 1.82 | quarter will be reduced to 8% below what 
is allowed in the first quarter, the N.P.A. 
EMPLOYEES, Non-Farm—m (Ib) Dec 46.2 45.8 43.7 37.5 | announced. But the amount of synthetic 

Government Dec 6.4 6.0 6.0 4.8 | rubber will be increased to make up the 

Factory Dec 13.0 13.0 11.5 7 difference. Thus no great production de- 
Weekly Hours Dec 41.6 41.2 39.8 = 40.4_—_| cline is involved in the shift. 

Hourly Wage (cents) Dec 154.2 151.4 1408 77.3 * * * 
Weekly Wage ($) Dec 64.15 62.38 56.04 21.33 COMMERCIAL PAPER outstanding at 
PRICES—Wholesale (Ib2) Feb. 20 183.4 183.4 153.0 92.5 — of January totalled — = 
Retail (cdlb) Nov 1948 193.9 185.7 116.2 ee ee ee online 
gain of 48% since June 1950. 
COST OF LIVING (Ib3) Dec 178.4 175.6 167.5 100.2 . , 7 

Food Dec 215.4 209.5 197.3 113.1 According to the American Paper & 

Clothing Bee 196.4 195.0 185.8 113.8 Pulp Association, U. S. PAPER PRODUC- 

Rent Dec 125.8 125.4 122.2 107.8 | TION for the week ended February 17 

RETAIL TRADE—$b was at 103.1% of capacity compared with 
hatte 95% for the corresponding week a year 
ee jon ss oe ses 47 | ago and 98.2% for the week ended Feb- 

coempmaslisaigin an =e bi sail ip ruary 10. Paperboard production in the 

Mana ae _— oe ~~ i 3.6 | same week was at 105% of capacity 
ep’t Store Sales (mrb)________ | Jan 0.8 0.5 0.6 0.4 . : a 

Retail Sales Credit, End Mo. (rb2)__ | Dec 12.11 11.5 10.1 55 =" with 104% in the preceding 

MANUFACTURERS’ e ” . 

New Orders—$b (cd) Total. Dec 23.5 22.4 16.0 14.6 As was to be expected, RAILROAD 
Durable Goods Dec Aca 10.6 0.9 74 FREIGHT VOLUME bounded up sharply 
Non-Durable Goods____ | peg 12.1 11.8 9.1 75 | after the end of the switchmen’s walkouts 

Shipments—$b (cd)—Total Snie 218 213 16.1 33 | at strategic terminals. In the week ended 
Durable Goods ioe 10.0 9.6 67 A} February 17, car loadings totaled 740,557 
Non-Durable Goods Ran 11.8 W7 9.4 42. | cars, an increase of 167,394 or 29.2% 

above the preceding week when there was 

BUSINESS INVENTORIES, End Me. a general dislocation of normal operations. 

Tetal—$b (cd) Dec 61.0 61.4 51.2 28.6 * * * 
mnennneial Dec 34.1 32.9 29.0 16.4 During the first seven months of the 
- . Dec 10.8 10.6 vt 4.1 | current fiscal year, the Department of 
Retailers’ Dec 16.1 17.9 13.1 8.1 Defense obligated $16.44 billion for DE- 

SS Dec 2300 29 1.9 _14__| FENSE SPENDING including the procure- 

BUSINESS ACTIVITY—1—pc Feb 17 178.4 178.2 1640 141.8 | ment of major equipment, supplies, 
(M. W. S.)—1—np Feb. 17 2113. 2110 ~«©190.9 ~—-146.5_—«| military construction and expansion of 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
spoon smelled = = — ae = production facilities. Of this total, some 
esis Dintils thle. Ped wad asa aia 290 $14.1 billion went for | hard goods ; $1.5 
pion Diaieiilie Gani tl “i en ch en ‘“ billion for military subsistence, clothing and 
petroleum products; and $800 million for 
CARLOADINGS—t—Total Feb. 17 740 573 560 833 military construction and expansion of 
Manufactures Feb. 17 375 261 326 379 production facilities. 
Mdse. L. C. L Feb. 17 80 56 88 156 
Grain Feb. 17 49 4] 38 43 * * ” 
ELEC. POWER Output (Kw.H.) m Feb. 17 6,905 6,957 5,931 3,267 RETAIL INVENTORIES of television 
SOFT COAL, Prod. (st) m Feb. 17 10.9 8.4 2.4 10.8 receivers and major appliances are reach- 
Cumulative from Jan. 1 Feb. 17 FS2 62.3 39.9 44.6 ing the danger point and many stores will 
Stocks, End Mo Dec 72.5 72.1 45.1 61.8 | sharply curtail purchases soon. The fear 
PETROLEUM—(bbls.) m of possible future shortages can no longer 
Crete Cte, oly Feb. 17 59 59 50 75 be permitted to influence buying, is the 
eiedies Geis Feb. 17 134 133 131 86 attitude of many. Henceforth purchases 
Fuel Oil Stocks Feb. 17 40 40 5] 94 will be only as needed until stocks have 
Heating Oil Stocks Feb. 17 49 53 58 55 been reduced to a safer level. 
LUMBER, Prod.—(bd. ft.) m Feb. 17 707 692 623 632 . ” . 
Stocks, End Mo. (bd. ft.) b Dec. 6.8 6.6 7.1 12.6 
7 Despite a slowing of the PRICE RISE 
STEEL INGOT PROD. (st) m Jan 8.83 8.34 7.93 6.96 for the first time since Korea, the chances 
Cumulative tress Jen. 2 _ in cid 7.93747 | are that price inflation is far from halted. 
ENGINEERING CONSTRUCTION One important factor is that escalator 
AWARDS—$m (en) Feb. 22 224 256 264 94 clauses in wage contracts and the prospect 
Cumulative from Jan. 1 Feb. 22 2,538 2,314 1,602 5,692 of still higher ceilings for farm products 
~~ | have yet to make themselves fully felt in 
nena | the price structure. While the “freeze” has 
Paperboard, New Orders (st)t- Feb. 17 215 226 180 265 ; h d a ae 
U. S. Newsprint Consumption (st)t Jan. 452 521 451 352 “ey well stopped . “lip aiaiy = — 
i; nie Geni, and aa iis 616 584 618 523 industrial raw materials, the rise in farm 
Nihanih Gethns Commas Oe Dec 413 513 52.9 543 | Prices continues selectively and since has 
Do., Synthetic —_ | Dee 52.0 483 31.8 0.5 | exceeded the historic high set in January 
Portland Cement Production (bbls)m Dec 19 20 7 15 | 1948. 





ended December 6. 


b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for populatoin growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941; November, or week 
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No. of 1950-51 Indexes (Nov. 14, 1936, Cl.—100) High Low Feb.17 Feb. 24 
Issues (1925 Close—100) High Low Feb.17 Feb. 24 100 HIGH PRICED STOCKS 117.01 85.27 115.93 114.83 
334 COMBINED AVERAGE 196.8 134.7 196.4 194.2 100 LOW PRICED STOCKS 245.77 151.88 242.26 242.70 
4 Agricultural Implements 292.7 180.7 285.9 285.9 5 Investment Trusts 88.5 66.5 87.3 85.6 
10 Aircraft (‘27 Cl.—100) 333.0 170.8 329.9 329:2 3 Liquor (’27 Cl.—100) 1202.0 797.3 1181.3 1169.8 
7 Air Lines (‘34 Cl.—100) YF oo he 450.3 699.4 679.8 11 Machinery 205.0 140.6 206.4D 206.4 
8 Amusement 104.4 78.0 100.0 99.0 3 Mail Order 152.0 99.6 146.6 145.3 
10 Automobile Accessories 257.6 195.6 255.3 257.6C 3 Meat Packing 109.1 -85.9 102.3 102.3 
11 Automobiles 46.0 28.5 64.3D 46.3 13 Metals, Miscellaneous 280.9 139.9 275.2 272.7 
3 Baking (‘26 Cl.—100) 23.3 19.0 22.2 22.4 4 Paper 371.2 213.4 369.8 366.4 
3 Business Machines 348.5 226.5 339.7 348.5C 29 Petroleum 389.8 243.0 387.0 379.8 
2 Bus Lines (‘26 Cl.—100) 183.1 145.9 169.4 172.8 30 Public Utilities 153.7 127.7 148.6 151.4 
6 Chemicals ........ 364.3 256.4 359.3 356.0 9 Radio & TV (‘27 Cl.—100) x FoF 18.1 30.6 30.6 
3 Coal Mining 18.3 11.3 16.8 16.8 8 Railroad Equipment 73.8 43.0 72.4 71.1 
4 Communication 67.7 41.9 69.4D 68.1 24 Railroads 45.4 22.3 44.3 43.2 
9 Construction 67.6 51.3 67.2 66.6 3 Realty 40.7 30.7 40.6 41.0 
7 Containers 412.8 282.1 407.0 403.3 3 Shipbuilding 181.0 139.7 176.0 174.3 
9 Copper & Brass 146.5 80.3 147.1S 145.8 3 Soft Drinks 395.5 295.9 384.4 374.3 
2 Dairy Products 83.7 68.1 80.8 79.1 15 Steel & Iron 169.5 96.1 165.1 162.1 
5 Department Stores 84.5 56.6 81.2 80.5 3 Sugar 74.7 48.7 75.4D 75.4 
6 Drugs & Toilet Articles 235.0 170.2 232.7 230.6 2 Sulphur 470.9 301.6 451.4 447.0 
2 Finance Companies .. 283.8 232.8 266.5 283.8 5 Textiles 218.5 119.9 223.6Z 223.6 
7 Food Brands . 200.9 162.0 200.5 198.7 3 Tires & Rubber 55.9 32.0 54.3 54.3 
2 Food Stores 116.2 86.3 116.2 110.6 6 Tobacco 88.2 FS 84.3 83.4 
3 Furnishings ..... 80.8 60.7 74.9 73.6 2 Variety Stores ‘ 352.3 303.3 316.4 319.5 
4 Gold Mining . 753.5 509.7 724.1 718.5 20 Unclasified (’49 Cl.—100) 127.3 93.2 126.5 125.4 
New HIGH since: A—1949; B—1948; C—1947; D—1946; R—1931; S—1930; T—1929. Z—New all-time HIGH. 
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Trend of Commodities 





Futures trading in cotton, grease wool, wool tops, hides and 
pepper remained suspended in the week ended February 24, 
marking the fourth week of inactivity in these markets since 
the OPS general price freeze order was issued. No definite 
trend was evident in the remaining futures markets. Wheat 
sagged on the outlook for export curbs and other grains 
followed suit. Lard prices eased, influenced both by the trend 
in grains and lower hog prices. Cottonseed oil and soybean 
oil, holding at ceiling levels for the near contracts, were 
lower on the distant deliveries. Sugar moved up while coffee 
and cocoa sold off. In the non-ferrous metals markets, where 
trading was resumed for the liquidation of outstanding con- 
tracts, prices were higher on lead, zinc, copper and tin, but 
lower on zinc. The Census Bureau reported cotton consump- 
tion for the period December 31 to February 3 had averaged 


42,485 bales for each working day. This compared with an 
average of 37,423 bales for the corresponding period a 
year ago, and with 41,266 bales for the December period 
last year. Daily average consumption of cotton linters was 
4,173 bales vs. 4,951 and 4,146 bales, respectively. Total 
consumption o fcotton in January totalled 1,040,891 bales com- 
pared with 729,738 and 784,057 bales, respectively. Cotton 
on hand February 3 included 2,253,240 bales in consuming 
establishments and 5,636,221 bales in public storage and 
at compresses. These figures compare with 1,720,068 and 
10,167,592 bales, respectively, a year ago. Cotton spindles 
active on February 3 totalled 20,900,000 compared with 
20,730,000 on December 30 last. Many textile firms are find- 
ing their wait for some relief from price controls expensive, 
having been out of the market for over two months. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. 1Mo. 3Mo. 6Mo. 1Yr. Dec. 6 
Feb.26 Ago Ago Ago Ago Ago 1941 

390.1 390.7 387.8 343.7 318.4 247.9 156.9 
.. 435.5 434.1 428.9 369.8 343.8 250.5 157.3 
.. 363.2 365.0 363.4 327.7 303.0 246.3 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities . 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 


1945 1941 1939 1938 1937 
High 214.5 304.7 1640 958 743 783 658 93.8 
LOW on eeeeeeee 204.2 134.2 126.4 93.6 58.7 61.6 57.5 647 
622 





Date 2Wk. 1 Mo. 3Mo. 6Mo. 1Yr. Dec. 6 
Feb.26 Ago Ago Ago Ago Ago 1941 
. 414.8 418.9 408.1 359.6 361.2 304.6 163.9 
ssctssee: 403.7 406.7 400.0 359.9 368.5 307.1 169.2 
sisegieieetecs 379.4 379.4 379.9 334.7 296.5 220.9 148.2 


7 Domestic Agriculture 
12 Foodstuffs 
16 Raw Industrials 
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Average 1924-26 equals 100 
1951 


1950 1947 1945 1941 1939 1938 1937 
High oes, 215.4 202.8 184.4 111.7 88.9 67.9 57.7 86.6 
ROW dice incpa tee 202.0 140.8 123.0 986 58.2 48.9 47.3 546 
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Kaiser Aluminum & Chemical Corporation has 
finally selected the New Orleans area as site for con- 
struction of a new 200 million pound-a-year alumi- 
num reduction plant and power facilities. The com- 
pany will invest $79 million—entirely by private 
capital—in this program designed to increase the 
Corporation’s overall capacity since Korea by 80%. 
This giant facility will have its own power plant, 
utilizing natural gas to generate electricity, with a 
long term contract with United Pipe Line Company 
assuring an adequate supply. In order to greatly ex- 
pand supplies of bauxite ores, Kaiser Aluminum will 
open up its mines in Jamaica. Record speed is planned 
for the entire project, with a goal to start actual 
production late in the current year. 


By combining the best features of ‘cold rubber” 
and the German Buda used during the last war, the 
research laboratories of the Goodyear Tire and Rub- 
ber Company have developed a new rubber that 
promises to increase the effective output of synthetic 
rubber plants by 20-25°, if not more. Additionally 
this interesting material has qualities representing 
a great improvement over previous GR-S compounds. 
The process has been fully disclosed to Rubber Re- 
serve, and placed at their disposal for the benefit of 
the public. 


Now that General Motors Corporation plans to go 
in heavily for production of military combat and 
transportation vehicles, proper facilities to test all 
these types must be provided. One thousand acres of 
land, accordingly, have been purchased near Milford, 
Michigan as a base for a special proving ground. 
About half of this land is very hillv, with grades as 
high as 60°, while the other half is rather level. 
Roads in the hill section will duplicate the roughest 
terrain that military vehicles are likely to encounter. 
A stream and a natural lake will permit fording and 
flotation tests, landing operations, etc. Specially de- 
signed buildings will serve as repair stations for 
army tanks and all other vehicles. The new develop- 
ment results from experience in World War II, when 
GM in testing vehicles for the Army, used 754 vehi- 
cles of all types that were driven for a total of more 
than 1.8 million test miles. 


A new frozen orange juice concentrate plant, bring- 
ing together in one installation the most modern de- 
velopments in high volume concentrating, blending 
and freezing, has gone into operation at the Fosgate 
Citrus Concentrate Cooperative, Forest City, Florida, 
it is announced by Carrier Corporation. Heart of the 
installation is a new Carrier-Howard concentrator 
that, combined with other equipment and high 
vacuum evaporation, makes possible a production of 
8,619 six ounce cans of frozen orange juice per hour, 
or nearly 25 million cans a season. A new type freezer 
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cuts freezing time to about one fourth of that re- 
quired by conventional equipment. 


It is perhaps not generally known that the bright 
red Coca-Cola vending machines, now as familiar ¢ 
part of the American scene as the new automobiles, 
are manufactured by Westinghouse Electric Corpora- 
tion. During peace or war these bottle vendors in 
military establishments have also become a common 
meeting place for servicemen. Many of the large 
Westinghouse models holds as many as 240 bottles 
and are equipped with a mechanism that gives 
change for dimes and quarters. 


On February 26, Harvey B. Jordan, president of 
the American Steel and Wire Company, subsidiary of 
U. S. Steel, inaugurated a new “push button” tele- 
graph switching service in the company’s New York 
headquarters. The new center will provide a direct 
connection for messages between 149 United States 
Steel plants and offices in 86 cities, and replaces a 
manually controlled switching center which has been 
in use for many years. Molten iron from Cleveland’s 
pioneer blast furnace turned on the ultra-modern 
switching center by fusing a loop of wire, which in 
turn activated a circuit carrving energy to the tele- 
graph apparatus. 


The use of silicones as a basic ingredient in house- 
hold and automobile cleaning and polishing prepara- 
tions is becoming increasingly popular, according to 
the General Electric Company, whose research acti- 
vities with these chemicals have been extensive. A 
new easy-to-apply furniture polish containing GE 
silicones is being manufactured by the O’Cedar 
Corporation, Chicago, with the trade-mark Dri-Glo. 
This polish covers furniture with an invisible protec- 
tive film and leaves a lustrous finish. It is inert and 
highly resistant to heat or cold, as well as water 
repellent. 


America’s first integrated production plant for 
supersonic guided missiles has just been activated as 
a new division of Consolidated Vultee Aircraft Cor- 
poration under contract to the U. S. Navy’s Bureau 
of Ordnance. All details of the weapon’s design, per- 
formance and delivery rate are highly classified. The 
new missile division, though, will occupy approxi- 
mately 200,000 square feet of floor space and will be 
completely self-contained in all departments. Nearly 
1500 workers within the next few months will be re- 
quired to operate the facility. 


Now that the Federal Power Commission has au- 
thorized construction of Texas Eastern Transmission 
Corporation’s new 791-mile pipe line, work will com- 
mence immediately. The new pipe line, 30 inches in 
diameter, will increase Texas Eastern’s peak day de- 
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livery capacity from 740 million to more than 1.2 
billion cubic feet of natural gas, 220 million cubic 
feet daily of which is destined for Algonquin Gas 
Transmission Company for resale to utilities in Con- 
necticut, Rhode Island and Massachusetts. This 
means that Texas Eastern will be the largest tzrans- 
continental supplier of Gas to New England. First 
shipments of pipe have been received and the entire 
project is scheduled for completion in time for ser- 
vice in the winter of 1951-52. 


At a time when smooth operation of the railroads 
is a national necessity, it is interesting to note that 
Missouri Pacific Railroad plans to place itself in the 
lead as to radio-equipped trains, both passenger and 
freight. Every diesel powered locomotive, used for 
any purpose on the MOP System, will be equipped 
for train to train radio communication. This means 
that by next summer Missouri Pacific Lines will have 
312 diesel locomotives and 285 cabooses radio-equip- 
ped. The use of this radio communication will en- 
able all enginemen to keep in touch with each other, 
and on freight trains with their own conductors also. 
During bad weather when visual signals are hard to 
see, the new equipment should prove of special value. 


Production of new cars by the railroad equipment 
industry is said to be running far short of schedules, 
despite record backlog orders. Rather than turning 
out 10,000 freight cars monthly as planned, it is re- 
ported that less than 6000 cars are rolling out of the 
shops. As rail traffic is running about 20% ahead of 
Jast year, and numerous freight cars were retired in 
1950, the shortage of available equipment is becoming 
a serious handicap to shippers. The entire blame 
seems to rest with poor implementation of plans to 
allocate an adequate supply of steel to the car 
builders. 


E. L. du Pont de Nemours & Company has de- 
veloped an improved process for the commercial 
production of hydrogen peroxide, an increasingly im- 
portant industrial chemical in wide use by the tex- 
tile, paper and rubber industries. The firm has an- 
nounced that it will build its first production unit 
for this chemical at Memphis, Tenn. where it has 
already started construction of a new plant for the 
production of sodium cyanide. Hydrogen peroxide is 
essential for the bleaching of cotton, wool, silk, 
rayon and linen fabrics, as well as for paper, and du 
Pont has long produced the chemical at Niagara Falls 
and Dresden, N. Y. Location of the new plant in 
Memphis was influenced by a desire to serve southern 
customers better. Six years of research were required 
to develop the new process. 


In order to promote better employee relations, 
General Motors Corporation in the past 25 months 
has distributed in its offices and plants nearly 21 mil- 
lion copies of 148 booklets. Subject matter included 
six main categories with the greatest weight given 
to social and economic material, this accounting for 
36% of the total. Such subjects as home and family, 
safety and health, inspirational, scientific and me- 
chanical, or GM information, represented the bal- 
ance. Employees are free to take or leave the book- 
lets as they choose. 


Many companies and communities will join with 
Revere Copper and Brass, Inc. during 1951 in a 
celebration of the founding of the copper fabricating 
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industry in the United States by Paul Revere in 
1801. The copper manufacturing company which 
Paul Revere started continued in business until 


1928, when it was one of six copper fabricators to | 


join the Revere Copper and Brass merger. The 


Revere family retired from:active management, but — 


E. H. R. Revere, a great grandson of Paul Revere, 
has remained a director of the present concern. 


Victor Emanuel, president of Aveo Manufacturing 
Corporation, has announced the election of Joseph 
B. Hall, president of the Kroger Company to the 
board of directors, and Judson S. Sayre, general 
manager of the Bendix Home Appliances division 
of Avco, as vice president. Mr. Hall is a member of 
the Advisory Council of the U. S. Department of 
Commerce and a director of the Cincinnati Branch 
Federal Reserve Board and the American Manage- 
ment Association, to mention a few of many im- 
portant positions. 


Remarkable efficiency is indicated for the opera- 
tions of Central Hudson Gas & Electric Corporation’s 
new 60,000 kw steam generating electric plant six 
miles north of Newburgh on the Hudson River. Only 
41 persons will be required to operate this large 
facility. In contrast, about 200 men are employed by 
the Tennessee Valley Authority to operate its new 
steam generating electric plant at Wilson Dam. In 
the Newburgh plant, the purified water used in the 
boiler will be put to use over and over again. After 
the steam has been used it will be condensed by the 
use of more than 60 million gallons of cold river 
water, or about ten times the amount per day used 
by the City of Poughkeepsie. 


Pan American Airways will launch a new luxury 
service from the Pacific Coast to Australia very 
shortly when it substitutes double-deck “Strato” 
Clippers for Douglas DC-4s. These new aircraft will 
be equipped with Sleeperette seats and berths, and 
will serve full course meals with vintage wines and 
bar service en route. The “Strato” Clippers will cut 
nine hours from Pan American’s former travel time 
from the West Coast to Sydney, and ten hours will be 
shaved from the return schedules. 


During the next few years, Wisconsin Electric 
Power Company plans to spend at least $50 million 
to expand its generating and distributing facilities, 
in addition to a $100 million improvement program 
already under way..Since the Korean incident began, 
industrial activity around Milwaukee and all through 
the state has greatly increased the demand for elec- 
tric power, and the peak may not be reached for 
several years to come. 


Among numerous managements now viewing the 
1951 business outlook with considerable optimism is 
Armstrong Cork Company. In the annual report re- 
cently issued, C. J. Backstrand, president, disclosed 
that an increasing amount of his company’s diverse 
products, numbering over 350, were going into de- 
fense needs, while high level consumer income prom- 
ises to support a large amount of civilian business. In 
anticipation of the increased demand for the com- 
pany’s products, steps have been undertaken to exten- 
sively expand and modernize the Pensacola plant in 
Florida at a cost of about one million dollars. Con- 
struction is also well under way of a new research 
laboratory at Lancaster, Pennsylvania. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
wil answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Industrial Rayon Corporation 


“T have been a subscriber to your mag- 
azine for a good many years and have 
found the information you give is inter- 
esting and profitable. I understand that 
the rayon business is a growth industry 
and therefore would be interested in re- 
ceiving pertinent data as regards recent 
earnings and operations of Industrial 
Rayon Corporation.” 


D. M., Douglas, Wyoming 


Industrial Rayon Corporation 
for the fiscal year ended Decem- 
ber 31, 1950 reported net income 
of $11,744,640 on sales totaling 
$65,006,184. Based on the common 
stock outstanding after two 5% 
stock dividends declared in 1950, 
net earnings were equal to $6.68 
per share as compared with $5.45 
in 1949, when net income of $9,- 
577,455 was earned on sales of 
$49,669,850. 

The increase of more than $15 
million in sales is the result of the 
sale of products carried over the 
year-end in inventories and of in- 
creased productive capacity. The 
tire cord capacity of the Paines- 
ville plant was increased by more 
than 6 million pounds during the 
year. An additional 614 million 
pounds of tire rayon and tire cord 
capacity will be added to the 
Cleveland plant in April 1951, 
when a rehabilitation and im- 
provement program undertaken 
last summer, will be completed. 
This will bring the company’s 
total productive capacity to ap- 
proximately 100 million pounds 
per year. 

The company is now ready to 
build a plant or an extension to 
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present facilities in order to meet 
a growing demand for its continu- 
ous process yarns just as soon as it 
can obtain assurance that the criti- 
cal materials needed to complete 
the job will be officially assigned to 
the project. 

The decision to proceed with the 
long contemplated expansion pro- 
gram is based on work by the com- 
pany’s research and development 
departments which have now per- 
fected a new and more modern 
continuous process. The more effi- 
cient operations made possible by 
the process are seen as the answer 
to the problem presented by soar- 
ing prices of building construc- 
tion and equipment which have 
trebled while market price of the 
company’s products have _ ad- 
vanced very little by comparison. 

Cash dividends in each of the 
past two years were $3.00 per 
share. 


The Mengel Company 


“Has Mengel Company’s financial 
position increased with higher earnings? 
Please advise on recent dividend pay- 
ments.” 


W. M., Peekskill, N. Y. 


Net sales of the Mengel Com- 
pany during the fourth quarter of 
the year 1950 amounted to $12,- 
675,000, which brought the total 
for the year to $42,400,000—both 
figures being the highest in the 
history of the company. The net 
profit for the year, including 
equity in the undistributed profits 
of the U. S.-Mengel Plywoods, Inc. 
(50% owned), is estimated to be 


$3 million after taxes, equal to 
$5.00 per common share. Before 
inclusion of U. S.-Mengel Ply- 
woods, Inc., comparable figures 
are $2,700,000—$4.50 per share. 

The financial position of the 
company kept pace with the im- 
provement in earnings. Net work- 
ing capital at the year-end was 
approximately $9 million which 
includes $3,750,000 of cash and 
government securities. There is 
no bank debt. Net worth, includ- 
ing equity in the total undistrib- 
uted profits cf U. S.-Mengel Ply- 
woods was approximately $17 mil- 
lion or $27.00 per common share 
and excluding U. S.-Mengel Ply- 
woods, $15,500,000, equal to $24.00 
per share. Company’s interest in 
17 producing oil wells, the income 
before taxes from which was 
$244,000 in 1950, is carried on the 
company’s books at $1.00. 

Anticipating the favorable op- 
erating results and sound finan- 
cial position of the company, di- 
rectors on November 17, 1950, in- 
creased the rate of quarterly divi- 
dends on the common stock to 50c 
per share. The first dividend at 
the higher rate was paid on De- 
cember 20, 1950. Total dividends 
in 1950 were $1.05 per share 
against 75c in 1949. 

Principal products of the com- 
pany are hardwood plywood, fur- 
niture, fibre and wood containers. 


Air Reduction Company 


“How have sales and earnings of Air 
Reduction Company compared in the 
last two years and what are its pros- 
pects for the current year?” 

B. E., Raleigh, N. C. 

Sales of Air Reduction Com- 
pany for the twelve months ended 
December 31, 1950 amounted to 
$98,081,610, up from the previous 
record high of $97,948,780 in 
1944, the peak war year. In 1949 
sales amounted to $89,665,611. Net 
income for 1950 fiscal year totaled 
$8,625,003, or $3.15 per share of 
common stock. The highest pre- 
vious net income was earned in 
1945 with $8,278,048, or $3.04 per 
share. The comparable figure for 
1949 was $6,198,436, or $2.26 per 
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share. Sales and income for 1950 
therefore reached a new high. 

Total assets at the end of 1950 
reached a record figure of $107 
million, and the ratio of net profits 
to sales increased, despite substan- 
tial cost increases. 

Sales for the final quarter of the 
year amounted to $26,480,048. 

Sales are expected to continue at 
a high level in 1951 as the outlook 
is promising. It is difficult so early 
in the year to forecast what this 
will mean in terms of net earnings, 
since operating results will be af- 
fected by Governmental policies 
which are not yet clear. 

These policies with respect to 
taxes, price and wage controls, 
and allocation of materials, among 
other things, will have an impor- 
tant influence on the final results. 

Dividends in 1950 totaled $1.00 
per share and quarterly dividend 
was recently increased to 35c per 
share. 

The company is one of the lead- 
ing producers of oxygen and acety- 
lene gases used in welding and 
cutting of metals, chiefly by the 
steel and railroad industries but 
also used by the marine, automo- 
bile, oil, utility and building in- 
dustries, etc. Also produces nitro- 
gen, hydrogen, neon, kryton, ar- 
gon, helium, etc. and rare gas 
mixtures in addition to liquid 
oxygen and liquid nitrogen. 

Company also is one of the larg- 
est producers of carbon dioxide in 
liquid and solid (dry ice) form, 
which is sold principally to soft 
drink manufacturers and soda 
fountains. Also produces medical 
equipment such as dental and sur- 
gical apparatus, ete. ~ 


Gillette Safety Razor Company 

“Please furnish information on last 
year’s operating record of Gillette 
Safety Razor Company, giving due con- 
sideration to the increased corporation 


tax rate.” 
S. T., Nashville, Tenn. 


On the basis of preliminary un- 
audited figures, consolidated earn- 
ings of Gillette Safety Razor Com- 
pany before special charges for 
the year 1950, amounted to ap- 
proximately $16 million, a new 
high. This was equal to $3.65 a 
share on the new common stock 
recently split two shares for one, 
or $7.30 a share on the old com- 
mon. It compares with $6.26 a 
share earned in 1949 prior to the 
split-up. Reflecting the split, 1949 
earnings were equal to $3.18 a 
share on the new stock. Earnings 
on the preference stock were 
$56.85 per share as compared with 
$49.45 for the prior year. 


Earnings for the year 1950 are 
after providing for the estimated 
effect of the increase in the income 
tax and the imposition of an ex- 
cess profits tax by theRevenue Act 
of 1950 and the Excess Profits 
Tax Act of 1950. It is estimated 
that this additional tax burden 
has resulted in increasing the com- 
pany’s 1950 Federal taxes by ap- 
proximately $1,900,000 or 4714¢ 
per share. Of this amount ap- 
proximately $800,000 is atribut- 
able to the increase in the income 
tax and the remainder, approxi- 
mately $1,100,000, to the new ex- 
cess profits tax act. It is difficult 
at this time to be precise as to the 
effect of the most recent tax laws 
on the company’s earnings since 
among other things no treasury 
regulation amplifying and clari- 
fying the provisions of the statute 
have as yet been issued. Neverthe- 
less, the company has determined 
to make these necessary prelimi- 
nary figures generally available. 

The excess profit credits to be 
used by the company in its excess 
profits tax return would be based 
on income, not on invested capital. 
Foreign dividends were excluded 
both from the excess profit credits 
and from earnings subject to the 
excess profits tax under this act. 

If 1951 earnings should prove 
to be in the same amount and 
from the same sources as had been 
the case in 1950, and if foreign 
and domestic taxes should remain 
at their present levels, the com- 
panv’s tax liability for 1951 would 
be further increased over those of 
1950 by approximately $1,800,000, 
or 45c per share. This further in- 
crease would result from the ap- 
plication of new Federal rates of 
tax to an entire vear’s earnings. 
after adjusting the excess profit 
credit anvlicable to 1951 earnings 
in accordance with the law. Of the 
estimated increase of $1.800.000, 
approximately $800.00 would be 
attributable to excess profits tax 
and the balance to the increased 
income tax. 

Dividends adjusted to this 2- 
for-1 stock split were $2.343/ in 
1950 or $4.8714 on the old stock. 
Current quarterly dividend is 50c 
per share on the new stock. 


Bigelow-Sanford 
Carpet Company, Inc. 

“What is Bigelow-Sanford Carpet 
Company doing to offset high cost and 
scarcity of wool used in manufacture 
of carpets? What were recent earnings?” 

M. F., Honolulu, T. H. 

Sales and earnings of Bigelow- 
Sanford Carpet Company, Inc., 
for 1950, the company’s 125th 





year, were the highest in the his- 
tory of the company. 

Net income amounted to $5,- 
854,277, after taxes. These earn- 
ings, after preferred dividends, 


were equal to $9.16 a share on the 
621,718 outstanding shares of the | 


common stock and compare with 
net income of $2,704,878, or $4.10 
per share for the year 1949. 

Record sales of $97,672,074 in 
1950 were 45% higher than sales 
of $67,411,288 in 1949 and ex- 
ceeded by 15% the previous re- 
cord set in 1948. The yardage sold 
in 1950 was 30% above 1949 and 
substantially equal to that of 
1948. Although manufacturing fa- 
cilities operated at a substantial 
maximum capacity throughout the 
twelve months, the company was 
unable to satisfy the expanded de- 
mand and entered 1951 with a 
large backlog of orders. 

Net income per sales dollar rose 
from 4% in 1949 to 6% in 1950, 
and was substantially the same 
as the 6.1% earned in 1947 and 
1948. 

The extremely high cost and un- 
certain supplies of wool have 
served to emphasize the convic- 
tion that a sound future growth 
of the carpet industry depends 
upon the successful use of man- 
made fibres in the manufacture 
and merchandising of carpet. 
Bigelow-Sanford made substantial 
and increasingly rapid progress 
during the year to improve and 
expand the market for its rayon- 
wool blended carpet and to secure 
sources of rayon suitable for 
carpet manufacture. Bigelow had 
acquired an important future 
source of carpet rayon through its 
purchases in December, 1950, of 
an interest in the Hartford Rayon 
Corporation. Other rayon manu- 
facturers are expanding their out- 
put of rayon suitable for carpet 
to meet the growing demand. 

Dividends including extra 
totaled $3.00 per share in 1950 and 


_ 60c was paid in the first quarter 


of 1951. 


Pennsylvania 
Salt Manufacturing Company 
“IT ama subscriber to your publication 
of many years standing. As I am eld- 
erly and therefore am interested in long 
established conservative issues, please 
report recent operations of Pennsyl- 
vania Salt Manufacturing Company.” 
.. Chester, Pa. 
Pennsylvania Salt Manufactur- 
ing Company’s net earnings after 
taxes for the twelve months ended 
December 31, 1950, were $4,005.- 
862, the highest in the company’s 
100 years. 
(Please turn to page 639) 
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UNION CARBIDE 


AND CARBON CORPORATION 
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1950 Annual Report Summary” 





CONDENSED INCOME STATEMENT 


Sales 

Total Income 

Income and Excess Profits ‘Taxes 
Net Income. . 

Net Income per Share 
Dividends 





72.015.S860 


CONDENSED BALANCE SHEET 


Assets 

‘Total Current Assets 

Fixed Assets After Accumulated Depreciation and Amortization 
Investments in Affiliates and Foreign Subsidiaries 

Deferred Charges. . 

Postwar Refund of Excess Profits ‘Vax (Canadian Subsidiaries) 


Patents, Trade-Marks, and Goodwill. 


Liabilities 
Total Current Liabilities 
2.70% Promissory Notes 
Reserve for Contingencies 
Capital Stock 
28,069,719 shares (27,941,144 shares in 1949) 
736,625 shares (865,200 shares in 1949) held by the 


Corporation as collateral under the Stock Pur- 


chase Plan for Employees 

28,806,344 shares........ ey 
Less present amount of Agreements under the 
Stock Purchase Plan for Employees 


Farned Surplus. . 


$869,174.759 


$429,478,513 


409,068,982 
25.071,239 


1949 
$585,781,441 
595,205,738 
53,644,219 
92,210,192 
520 


547.613.6058 





$355,625,314 
373.685.214 
30,267,227 
$.460.152 
975.776 


l 





$177,945.582 


150,000,000 
6.381.098 


201,232,021 


26,088,927 


227,320,948 


25,819,827 
201,501,121 


333,346,958 











$869,174.759 


$744.315,064 


$111,645,125 
150.000.000 
6.541.043 


196.697.0675 
30,623,273 


227,320,948 





30,549,837 
196,971,111 


279,156,385 





$74,313,664 








oration’s products 
| | 








Trade-marked Products of Divisions and Subsidiaries include 


* Copies of the complete 1950 Annual Report of Union Carbide and 
Carbon Corporation will be gladly furnished on request. Included 
with the report is an illustrated booklet that tells how the Cor- 

Alloys, Chemicals, Carbons, Gases, and Plastics 
are used in industry and the home. For copies of the report 

and booklet, please write to the Secretary, Union Carbide and 

Carbon Corporation, 30 East 42nd Street, New York 37, N. ¥- 





BAKELITE, KRENE, and VINYLITE Plastics « Linpe Oxygen ¢ Prest-O-Lire Acetylene «+ Pyrorax Gas 
Nationat Carbons « Evereapy Flashlights and Batteries « ACHESON Electrodes ¢ Presroxe and TREK Anti-Freezes 


E.ectromer Alloys and Metals « Haynes STeLLite Alloys « SynTHETIC ORGANIC CHEMICALS 
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For Profit and Income 





(Continued from page 617) 


a record peak at $3.25 and $1.90 a 
share, respectively, in 1950; and 
probably can rise materially 
further despite tax restrictions. 
There is nothing ahead of the 
629,244 shares of capital stock. 
The stock is listed on the New 
York Stock Exchange, and is cur- 
rently around 2114. It sold under 
3 in each year from 1939 through 
1944; and as low as 714 in 1948, 
but has reached new highs in each 
of the last three years, including 
the recent high of 23%. 


Commercial Credit 


The cut in second-quarter auto- 
mobile output, dictated by mate- 
rials restrictions, will be smaller 
than had been expected; and first- 
half production will probably 
approximate that of a year ago. 
Due to a long strike a year ago, 
comparisons will be widely favor- 
able for Chrysler, the major 
source of auto installment finan- 
cing by Commercial Credit. This 
company will reach the period of 
lower auto output with a very 
high backlog of receivables — 
enough to maintain relatively 
good earnings, although less than 
1950’s $8.64 a share, for a year or 
so. And if you look ahead to 1953, 
the prospect of a resumption of 
more or less normal output of 
consumers’ durable goods, barring 
global war, comes into the reck- 
oning. Meanwhile, the company’s 
industrial financing, factoring, 
insurance activities and its manu- 
facturing subsidiaries will make 
a good showing. As the EPT ex- 
emption is reasonably high, the 
chance for continuing dividends 
at the 1950 $4.80 level looks con- 
siderably better than was as- 
sumed not so long ago. The stock 
is not without merit for the high 
current return of about 9.2% and 
on probability of above-average 
market stabilitv. It is around 52 
in the 1950-1951 range of 675%- 
4314, 


Rail Equipments 


Rail equipment stocks have 
risen only modestly more than the 
general list since last July’s low, 
after a long period of sub-normal 
action. As a group, they are only 
some 10% above average 1935- 
1939 levels, against nearly 60% 
for the railroad group; and they 
remain over 28° under their 1946 
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bull-market high. Some discount 
is logical, since the industry is 
normally one of over-capacity. 
However, normal conditions are 
distant. Order backlogs are huge; 
and earnings prospects are above- 
average, despite high taxes. The 
stocks should have further pos- 
sibilities. Some of the best include 
Westinghouse Air Brake, Ameri- 
can Brake Shoe, American Steel 
Foundries and General American 
Transportation. 


Groups 


Groups recently faring well in 
a lagging market include utilities, 
beer stocks, coal, confectionery, 
fertilizers, finance stocks, canned 
foods, gold mining, variety chains, 
shoes and woolen goods. There is 
little here to “get excited about”, 
as many of these had long been 
behind the market for presumably 
good reasons; and probably will 
lag again when and if the general 
rise gets going again. 
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Masonite Corporation, the 
dominant producer of hardwood 
and a specialist in the manufac- 
ture of thermal and _ insulating 
items, as well as of chemical prod- 
ucts developed through hydrolysis 
of wood, experienced a healthy 
demand for its output in the fiscal 
year ended August 31, 1950, and 
this continued throughout the No- 
vember quarter. Volume of $38.4 
million in 1950 was almost 70% 
above the preceding year, while 
net earnings of $5.15 per share 
(adjusted for a 2-1 stock split) 
compared with $1.99 in fiscal 
1949. In the first quarter of fiscal 
1951, volume was about 11% 
higher that a year earlier, but in- 
creased taxes and increased wood 
cost held earnings to $1 per share 
as against $1.11. 

Masonite now has in operation 
a new $5 million plant on the West 
Coast that should expand sales 
and reduce transportation costs. 
During the last war, there was no 
let-up in demand for Masonite 
products despite the curtailment 
of residential construction, and 
since then markets have been 
broadened by the development of 
many new products. The depend- 
ability of 25 cents quarterly divi- 
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dends appears quite certain, and 
some extra may again be declared. 

Both volume and earnings of 
Lone Star Cement Corporation 
last year came quite close to the 
good results attained in 1949. 
Sales of $64.4 million rose by half 
a million dollars, while net earn- 
ings of $10.47 per share were 13 
cents higher. The latter was 
achieved in the face of an $1.4 
million increase in income taxes 
and an $800,000 EPT liability, 
thus attesting to efficient cost 
controls. 

This concern, as well as its com- 
petitors, should continue to oper- 
ate at capacity throughout 1951, 
since demand for cement stems 
mainly from industrial sources 
and public works programs. Com- 
pletion of a large new plant by 
Lone Star before long may in- 
crease domestic capacity by about 
20%, and its Latin American 
mills also face an unusually strong 
demand. 1951 earnings may de- 
cline moderately under further 
tax impacts, but the outlook for 
satisfactory profits is bright. Divi- 
dends at an annual rate of around 
$5 per share should continue to 
be paid, with some prospect of a 
slight improvement. 

Pittsburgh Plate Glass Com- 
pany, despite plant enlargements 
and alterations costing some $&0 
million in postwar, was able to 
fully utilize this increased ca- 
pacity last year. 1950 volume of 
industrial and trade name paints, 
basic chemicals, plate and window 
glass products was the largest in 
any year of the company’s 67- 
year history. At this writing, net 
earnings for the full year are not 
available, but 1950 sales have been 
reported as $337 million compared 
with $289.4 million in 1949. In 
the first nine months of last year. 
net income equivalent to $3.58 per 
share was earned versus $2.86 the 
year before, but without allow- 
ance for excess profits taxes from 
June 30. After adjustments for 
EPT, earnings for all of 1950 
were probably near $4.50 per 
share, as the company is rather 
vulnerable to this impost. 

During 1951, sales of plate 
glass to the automotive industry 
should decline considerably, al- 
though increased demand for 
glass to equip military aircraft 
may prove a moderate offset. The 
outlook for the company’s paint 
and chemical divisions is excep- 
tionally bright, though, and sales 

(Please turn to page 682) 
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Rees policy of The Home Insurance Company is a deeply 
personal document. 

Each provides a shield of protection for some person’s cher- 
ished possessions—perhaps your home, or car, or business. 
And each bears the mark of some Home Insurance representa- 
tive’s interest and efforts in behalf of the policyholder. In 
nearly every community from coast to coast, these members 
of the Home “family” are bringing protection to their clients 
and neighbors in an efficient, friendly way. And when and if 
fire or other adversity occurs, you'll find that this is a friend- 
ship of deeds—not words. Then your Home man carries out 
the promise of your policy—sees to it that you get fast and 
effective help. 

This sincere, human approach to your insurance needs has 
given The Home the neighborly characteristics for which it is 
known. It has made of it a company which not only serves 
your community but is a part of ita company of people 
rather than statistics. 

The Home, in its truest sense, is the man who lives in your 
town and serves you—your Home representative and his com- 
panions in communities throughout the country. The accom- 
panying figures are a report of their work for you and your 
neighbors in the year 1950. 











Bata nce Sheet 
ADMITTED ASSETS 


Cash in Office, Banks and Trust eneie 
United States Government Bonds. . . 
Other Bonds and Stocks . . . ... . 
Investment in The Home 

Indemnity Company. . ...... 
Real Estate. . . eS 
Agents’ Balances or Une collected 

Premiums, Less Than 90 Days Due . . 
Other Admitted Assets . : 

Total Admitted Assets. . . . . 


LIABILITIES 


Reserve for Unearned Premiums . 
Reserve for Losses and Loss Expenses 
Reserve for Taxes af 3 
Liabilities under Contracts Ww ith 

War Shipping Administration 
Reinsurance Reserves : 
Dividends Declared . 
Other Liabilities 

Total Liabilities Seioiis “pt C ee 

Capital 
Surplus ; . 
Surplus as Siet Policy salidens : 


LT) ae a eet ne ee er caer Ce 


*December 31, 
1950 

$ 38.777.419.93 

108.301.862.62 

175,820,027.95 


6.878.161.00 
5,293,635.24 


19,766,198.65 
___3.320.264.23 
$358.157,569.62 





$153,821,812.00 
40,775.253.00 
8.750,000.00 


1.218,246.31 
1,334,793.53 
3.598,708.50 
5.417,599.74 
$214.916.413.08 
$ 20,000,000.00 
123.241.156.54 
$143,241,156.54 
$358,157,569.62 











*NOTES: Bonds carried at $5,799,756.96 Amortized Value and Cash $80,000.00 
in the above balance sheet are deposited as required by law. All securities 
have been valued in accordance with the requirements of the National 
Association of Insurance Commissioners. Assets and Liabilities in Canada 


have been adjusted to the basis of the free rate of 


exchange. Based on 


December 31, 1950 market quotations for all bonds and stocks owned, the 
Total Admitted Assets would be $357,620,695.62 and the Surplus as Regards 


Policyholders would be $142,704,282.54. 


Sincerely, 


ae ae 


PRESIDENT 


Directors 


Lewis L. Crarke 
Banker 


*Wirtiam L. DeBost 
Chairman, 


Crarres A. Loventn Henry C. Brune 
Vice President & President, 


Ivan Escort Hangin K. Park 





Union Dime Vice President Foseldias 
Savings Ban : First Natior ank 
Guonce MeAmune Percy C. Mapetra, Jr. of Columbus, Ga. 


President, 
Land Title Bank & 


Trustee, 


y of to RIC 
Title Guarantee & Boykin C. Watcat 


Trust Company Trust Co, Lawyer 
Harotp V. SmitH Eart G. Harrison Leroy A. Lincotn 
President Lawyer President, 

Metr ni 
Frenexstck B. ApaMs CHamepton McDowett Davis ZJnsur Company 
Chairman of President, 
Executive Committee, Atlantic Coast Line bites J. Ross 
{tlantic Coast Line Railroad Co. entor P ircner, 
Railroad Co. Tey i nd T. J. Ros 


Warren S. Jounson 





Rosexrt W. Dow ine President, a 

President, Peoples Savings 
City Investing Co. Bank & Trust Co. of 

Georce Gunpb Wilmington, N. C. 

President, : Joun M. Franxum 
Cleveland Trust Co. ( a Baan President, 
Harotp H. Herm Babson’s Reports, Inc. Tuted See Sine Ce 

President, Lou R. ( RANDAL 
Chemical Bank & Rosert B. Meyer Presiden 

Trust Co. The Cord Meyer Company George A. r Co 





*Deceased January 18, 1951 


fe * THE HOME « 
CCasurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
MARINE 


FIRE + AUTOMOBILE -° 

















The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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National Steel is a complete, self-contained steel 
producer. Its production starts in National 
Steel properties beneath the earth’s surface. It 
ends with finished steel and specialized products 
that National Steel furnishes to the industries 
of America. 


Within its structure, National Steel possesses 
every resource and every facility required for 
the transformation of ore into steel. 


National Steel mines and quarries yield its raw 
materials. National Steel boats, barges and trucks 
transport its products. National Steel men and 


NATIONAL STEEL 
GRANT BUILDING 
BY 


SERVING AMERICA 
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furnaces, mills and machines, melt...roll... finish 
... distribute its steel. 


And National Steel continues to expand, continues 
to implement its steel-making power. The com- 
pletion of a new blast furnace, open hearth furnaces 
and other major facilities will increase its annual 
capacity from 4,750,000 to 6,000,000 tons of ingots 
by 1952. In addition, National recently purchased 
a site for a completely new mill on the East Coast. 


This is National Steel . . . completely integrated, 
completely independent one .of America’s 
largest and fastest growing producers of steel. 


CORPORATION 


PITTSBURGH, PA. 


AMERICAN INDUSTRY 
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GREAT LAKES STEEL CORP. 


Detroit, Michigan. The only integrated 
steel mill in the Detroit area. Produces a 
wide range of carbon steel products . . . 
is a major supplier of all types of steel for 
the automotive industry. 
















































WEIRTON STEEL COMPANY 


Mills at Weirton, West Virginia, and 
Steubenville, Ohio. World’s largest 
independent manufacturer of tin plate. 
Producer of a wide range ofotherimportant 
steel products. 





STRAN-STEEL DIVISION 


Unit of Great Lakes Steel Corporation. 


Plants at Ecorse, Michigan, and Terre 








Haute, Indiana. E xclusive manufacturer 
of world- famed Quonset buildings and 
Stran-Steel nailable framing. 





HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore from 
extensive holdings i in Great Lakes region. 
National Steel is also — ng in the 
development of new Labrador-Quebec 
iron ore fields. 


inish 


nues 
>oOm- 
aces 
nual 
gots 





ased 
ast. THE HANNA FURNACE CORP. 


Buffalo, New York. Blast furnace division. 
A leading producer of various grades of 
merchant pig iron for foundry use. 


ted, 
ica’s 
teel, 
NATIONAL MINES CORPORATION 


Coal mines and properties in Pennsylvania, 


NATIONAL STEEL PRODUCTS CO. West Virginia and Kentucky. Supplies high 
; = grade metallurgical coal for the tremendous 
Located in Houston, Texas. Recently needs of National Steel. 


erected warehouse covers 208,425 square 
eet. Provides modern facilities for distri- 
bution of National Steel products through- 
RY =} out Southwest. 
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Another Look 
At the Building Industry 





(Continued from page 628) 


of these products may partially 
take up a prospective lag in de- 
mand for window glass for resi- 
dences. On balance, 1951 over-all 
sales will probably decline from 
last year’s record level, and since 
heavier taxes are effective now, 
net earnings this year conceivably 
may shrink to somewhat below $4 
per share. Strong finances, 
though, should permit distribu- 
tion of annual dividends at a rate 
of close to $2 per share. Pitts- 
burgh Plate Glass, incidentally, 
has an enviable record of having 
paid dividends without interrup- 
tion since 1899, creating a high 
investment rating for its shares. 


Otis Elevator Company, to 
judge from operations in the first 
nine months of 1950, must have 
ended 1950 with volume close to 
an all-time high level, or around 
$90 million. During the first three 
quarters, the company reported 
net earnings of $4.18 per share, 
but with the reservation that ex- 
cess profits taxes at a rate then 
not determinable would require 
readjustments for the third quar- 
ter. Since the exemption base of 
Otis Elevator may be around $4 
per share, a conservative estimate 
of last year’s total earnings would 
be slightly under $5 per share 
compared with $5.26 in 1949. Re- 
strictions on construction of com- 
mercial building in 1951 will 
likely have an adverse effect on 
incoming orders, and materials 
shortages may be a handicap, but 
the company’s experience in pro- 
ducing munitions in the last war 
will undoubtedly bring substantial 
business of this kind. 


Revenues from Servicing 


What should importantly sta- 
bilize the operations of this con- 
cern is the record volume of ele- 
vators and escalators it has in- 
stalled in postwar. Servicing of 
this equipment now creates an- 
nual revenues of more than $30 
million. As over-all margins in the 
current year may tend to narrow, 
and taxes will increase, it is pos- 
sible that net earnings in 1951 
may recede to about $4 per share. 
The outlook for stable dividends 
at a quarterly rate of at least 50 
cents a share, though, is very en- 
couraging. 
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The strategically located plants 
of the Flintkote Company, a 
prominent producer of wall board 
products, insulation boards, as- 
bestos-cement shingles and paper- 
board containers, provide an ad- 
vantage in supplying building 
contractors throughout the United 
States and Canada. 1950 was 
Flintkote’s banner year, with 
volume of $83.8 million and net 
earnings of $5.83 per share de- 
spite the impact of increased 
taxes. 


Although volume of residential 
business involving new construc- 
tion will recede in 1951, the man- 
agement forecasts a satisfactory 
year because of a prospective high 
level industrial volume, and indi- 
cations that maintenance business 
may substantially expand. Trade 
specialists predict that the gen- 
eral repair and maintenance mar- 
ket this year may reach an all- 
time high of $10 billion, a third 
larger than in 1950. An estimated 
EPT exemption base of $4.60 per 
share is a favorable factor, so that 
Flintkote’s 1951 dividends should 
not vary greatly from the total of 
$3 per share paid in 1950. 





Progress Report On 
Utility Holding Companies 





(Continued from page 604) 


considerable opposition has devel- 
oped in the State of Washington, 
and Electric Bond and Share, 
which still has an interest in 
American, has questioned the 
deal. 

After hearings and a tie vote by 
the commissioners, the SEC has 
decided that it has no jurisdiction 
over the sale. However, local legis- 
lation, such as a law recently 
passed in Idaho aimed to prevent 
sale of the company’s property 
within that state to a public uti- 
lity district, and pending litiga- 
tion in Washington designed to 
give municipalities greater power 
over such sales, may tend to delay 
consummation of the sale. Presi- 
dent Allen of American, has indi- 
cated that he is ready to expedite 
the sale at once, so that the ques- 
tion seems to be whether local op- 
ponents can call on the courts to 
delay action, or whether the press 
reports will interfere with mar- 
keting the revenue bonds of the 
public utility district. 

Electric Bond & Share has four 
principal assets—its controlling 





equity in American & Foreign 
Power, its substantial interest in 
United Gas, the full ownership of 
Ebasco (a huge service organiza- 
tion which has branched out into 
industrial as well as utility work) 
and about $25 million worth of 
marketable securities (net after 
debts) which within the next year 
or so will be converted into cash. 
Assuming that the American & 
Foreign Power plan were carried 


out, the break-up value of EBS © 


is estimated at around $28 a share, 
of which about $12 is accounted 
for by United Gas. A proceeding 
is now pending before the SEC to 
force Bond and Share to distribute 
United Gas, and if the Commis- 
sion and Federal courts require 
this to be carried out, it would 
leave the stock with a market 
value of about 10 and an estimated 
asset value of 16. 

The Trustee of International 
Hydro Electric some time ago filed 
a plan with the SEC for the is- 
suance of liquidating certificates 
to be distributed in the ratio of 8 
to each share of preferred stock 
and one to each Class “A” stock 
(the common stock was cancelled 
some years ago, and the bonds 
were retired in 1950). Present 
prices for the two issues seem to 
indicate that the Class “‘A”’ stock- 
holders are hopeful of obtaining 
better terms than provided in the 
Trustee’s plan, now considered 
outmoded. It is rumored that, 
with the recently increased value 
of the portfolio, a deal may be 
worked out to retire the Preferred 
at something less than its claim 
for par and arrears, which would 
leave a bigger stake for the A 
shares. 

The company owns the entire 
common stock of Eastern New 
York Utilities, a hydro company 
which wholesales much of its pow- 
er to International Paper (which 
formerly controlled International 
Hydro). It also owns some impor- 
tant holdings in New England 
Electric System (traded on the 
New York Stock Exchange) and 
in Gatineau (a Canadian hydro 
company traded on the Curb and 
in Montreal). Gatineau has been 
strong recently, advancing to 
1814 on the Curb. 

New England Public Service 
owns minority holdings in Public 
Service of New Hampshire, Cen- 
tral Maine Power and Vermont 
Public Service. The tempo of the 
dissolution program is very slow 
and there is no definite plan as 
yet for an allocation of assets be- 
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CONSOLIDATED BALANCE SHEET—DECEMBER 31, 
ASSETS 


CURRENT ASSETS: 
Cash in banks and on hand 
Accounts receivable—trade (less 
reserves 1950 $686,508.30 ; 
1949 $650,783.89) 
Other accounts and notes receivable ... 
Inventories, at cost: 
Leaf tobacco 
Manufactured stock and revenue 
stamps 
Materials and supplies 
Special deposits—contra 


Total current assets 
PROPERTY, PLANT AND EQUIP- 
MENT, as adjusted December 31, 
1902 by authorization of stockholders, 
plus subsequent additions at cost, less 
retirements 
Less: Reserves for depreciation 
Total property, sionlen and 
equipment . 
BRANDS, TRADE 
GOODWILL 
DEFERRED CHARGES: 
Prepaid insurance, advertising and 
taxes és 
Unamortized debenture expense 
Miscells aneous 


MARKS AND 


Total deferred ¢ a 


1950 


$ 5,933,736.34 


9,075,919.78 
425,947.34 


74,585, 495.96 
6,013,436.71 


3,862,248.15 
1,126,785.34 


$101,023,569.62 


$ 5,762,370.59 





lions. 


Sales, less Discounts, Returns and Allowances .. 
Cost of Goods Sold, Selling, General and 
Administrative Expenses 
Operating Income 
Other Income 


Interest on Long-Term Debt 
Amortization of Debenture Expense 
Other Interest 


Income before Taxes on Income 
Provision for Federal Income Tax 
Provision for Federal Excess Profits Tax .... 
Provision for State Income Taxes 


Net Income for year : 
Earned Surplus at beginning of year 


Dividends on Preferred Stock ($7 per share) 

Dividends on Common Stock (1950, $1.85 per 
share; 1949, $1.75 per share) 

Earned Surplus at end of year 


Depreciation provided—\950 $703,831.25 


1950 With Comparative Figures 
LIABILI 

LIABILITIES: 

banks 


trade 
Debentures (due 


CURRENT 
Notes payable 
Accounts payable 
Twenty Year 3% 

within one year) 
Accrued taxes 
Accrued payrolls 
Accrued interest 


1949 


6,993,209.17 
147,759.44 


66,571,806.70 Other accrued liabilities 
Dividends, ete funds on deposit,contra 
5,932, Total current liabilities 





2,488,505.73 
356,615.09 


$ 88, 732,909. 16 


LONG-TERM DEBT: 
5° Gold Bonds, maturing 


1951 





$ 19,433,534.84 § 


6,698,748.90 


$ 12,734,785.94 





$ 1.00 


Twenty Year 360 Debentures, 
October 1, 
quires the 
annually 1951-62) 
Total long-term debt 
17,707, ay 92 
6,613,238.36 
7% Cumulative Preferred Stock, 
par value $100 per share: 
Authorized 99,576 shares 
Issued 98,000 shares 


$ 11,094.011.56 


s 1.00 
Authorized 5,000,000 shares 





$ 595,652.70 

63,25 3 
370,212.51 

—— 19.3 46 








We'll be glad to send you a copy of our illustrated 
Annual Report for 1950. Write P. Lorillard Company, 


119 West 40th Street, New York 18, N.Y. 





Issued 2,246,681.89 shares 
Paid-in Surplus 
$ 509,266.06 Earned Surplus, 
66,865.87 
231,145. 76 


s_ 807, wks 5.09 


as per statement 


provisions of debenture indenture) 








t The 5% 
the Company expects to discharge them out of 


AMERICA’S OLDEST TOBACCO MERCHANTS 


due 
1963 (the indenture re- 
retirement of $600,000 


Total capital stock and surplus 


1950 


$167,936,931.43 


154,552,502.91 
$ 13,384,428.52 
__ 291,632.96 
$ 13,676,061.48 
$839,272.50 
12,611.27 
191,409.53 

© 1,043,293.30 
$ 12,632,768.18 
$  5,087,000.00 
564,000.00 
244,000.00 
5,895,000.00 





25, 47 6.604. 10 


$ 32,214,372.28 
$ 686,000.00 


_4,156,212.25 





$ 27,372,160.03 


$ 18,700.000.00 
3,235,630.11 


600,000.00 
6,385,940.78 
$99,333.03 
258,071.87 
210,256.35 
1,126,785.34 

tS 31,116,017.48 


August 1, 


+§ 
+9 


6,195,450.00 


16,600,000.00 
$: 22,7 795. $50. 00 


CAPITAL STOCK AND SURPLUS: 


$ 9,800,000.00 


Common Stock, par value $10 per share: 


22,466,815.90 
1,237,030.01 
27,372,160.03 





($12,541,469.88 not available for cash 
dividends on common stock under 


$ 60,876,008.94 
$114,787,476.42 


merica 


CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
For the Year Ended December 31, 1950 With Comparative Figures for 1949 


1949 
$153,500,123.48 


141,436,937.53 
$ 12,063,185.95 

160,076.51 
$ 12,293,262.46 
$ 857,272.50 

13,039.98 
____141,816.65 
$ 1,012,129.13 
$ 11,211,133.33 
$ 4,142,000.00 


___ 245,000.00 
$__4,387,000.00 
$ 6,824,133.33 

23,270,020.61 
$ 30,094,153.94 
$ 686,000.00 


_ 3,931,519.84 
S” 4.617,549.84 
$ 25,476,604.10 


* 1949 $635,475.32 
for 1949 
TIES 
1950 1949 


$ 9,000,000.00 
1,885,510.56 


600,000.00 
4,938,293.89 
536,919.27 
262,571.87 
198,414.02 
836,615.09 

$ 18,258,324.70 


$ 6,195,450.00 


7.200,000.00 
_$ 23,395,450.00 


$ 9,800,000.00 


166,818.90 
237,030.01 
47) 


22, 
l, 
25,476,604.10 


$ 58,980,453.01 
$100,634,227.71 


Gold Bonds maturing August L, 1951 are not included in current liabilities because 


reeds from the sale of new securities, 


|; ESTABLISHED 1760 


Main Street, U.S.A., Where America Buys Lorillard Tobacco Products 


MARCH 10, 1951 








tween the plain preferred stock 
and the common. (The prior pre- 
ferred stocks were retired some 
time ago). 

The remaining three companies 
in our table can be treated as a 
unit. Standard Power & Light has 
no current dissolution plan and 
its program will probably await 
completion of the break-up of 
Standard Gas & Electric. It holds 
both preferred and common stocks 
of Standard Gas, together with 
various miscellaneous security 
holdings, and itself has preferred 
and common stocks outstanding. 
Naturally its securities move in 
sympathy with those of Standard 
Gas, the common selling about 
three points lower. 

Standard Gas & Electric re- 
cently filed a plan with the SEC 
to provide a “package” allocation 
of three subsidiary common stocks 
to each of its own senior preferred 
stocks. For example, the package 
to the $7 Preferred was as follows: 
4.3 shares of Wisconsin Public 
Service, 2.9 shares of Oklahoma 
Gas & Electric and 2.1 shares of 
reclassified common stock ot Du- 
quesne Light. Oklahoma Gas has 
a market on the New York Stock 
Exchange but the common stock 
of Wisconsin Public Service is 
fully owned by Standard Gas, and 
that of Duquesne Light is fully 
owned by Philadelphia Company, 
the sub-holding company. It is 
therefore necessary to estimate 
the values of these two stocks in 
order to calculate the break-up 
value of the $7 and $6 prior pref- 
erence stocks. 


Dividend Prospects 


The recent letter to stockholders 
provided some aid toward such 
estimates, with the statement that 
the dividend of Wisconsin Public 
Service would probably be raised 
to $1.10, and that Duquesne Light 
will probably pay $1.50 on its new 
common stock. These dividends 
will be supported by ‘“‘ample earn- 
ings”, the letter indicated, but a 
reservation was made in the case 
of Duquesne Light as follows: “If 
any uncertainties as to the out- 
come of Duquesne’s recent in- 
crease in its rates or other factors 
should make it unduly difficult to 
appraise accurately the future 
earnings of Duquesne, the plan 
would be amended to provide for 
the sale of Duquesne stock and 
the substitution of cash in the 
package.” 


634 


This referred to the fact that 
Duquesne had recently put a sub- 
stantial rate increase into effect 
although the utility commission of 
Pennsylvania had not finally 
passed on this increase. Without 
the rate increase, it is conjectured 
that Duquesne’s dividend rate 
might have to be reduced to $1.25, 
particularly if the Federal income 
tax rate should be raised above the 
current 47% rate. In estimating 
break-up values in our table, Du- 
quesne has been valued at 21-25, 
depending on the outcome of the 
rate proceedings. 

Philadelphia Company, the sub- 
holding company, has been con- 
siderably reduced in size and com- 
plexity, but nevertheless there are 
some problems remaining before 
it will be “streamlined” and ready 
for dissolution. Having disposed 
of its large gas interests, and 
Pittsburgh Railways having been 
recapitalized at the end of 1950, 
Philadelphia now owns all of the 
common stock of Duquesne Light 
and 51% of Pittsburgh Railways, 
the latter being currently worth 
about $5 million. In connection 
with retiring some of its prefer- 
red stocks, it has incurred a bank 
loan of about $17 million, which 
must be retired out of income 
from, or part sale of, the two hold- 
ings just mentioned. Eventually it 
hopes to sell the transit stock, but 
holdings of this kind usually take 
time to dispose of. 

The present plan makes no pro- 
vision for allocation of the remain- 
ing Duquesne Light stock (after 
the proposed distributions to 
Standard Gas Prior Preference 
stocks) to the Standard $4 Pre- 
ferred and Common stocks. It is 
difficult, therefore, to make any 
exact estimates of break-up val- 
ues for these stocks, with the re- 
sulting wide range shown in our 
table. 





Outlook For 
Foods, Dairies, Sugars 





(Continued from page 610) 


capacity and to effect operating 
economies in postwar are bearing 
fruit for National Dairy Products 
Corporation. Total tonnage of 
products sold last year increased 
and dollar volume rose to $909.7 
million, despite reduced prices in 
the first half year. Evidence of 
improved operating efficiency in 
the first six months was shown 





by net earnings of $2.77 per share 
compared with $2.62 the year 
preceding, although dollar sales 
declined about 3.6%. Costs in the 
same period were reduced at a 
slightly faster rate. In the ab. 


sence of figures covering net earn. | 


ings in the third quarter, and with 
excess profits taxes still to be 
reckoned with, it is a bit difficult 
to appraise 1950 earnings for the 
full year. As the EPT exemption 
base seems fairly high and volume 


rose in the second half year, net | 
income of about $5 a share was | 


probably earned, if not slightly 
more. 

When the directors  supple- 
mented the December quarterly 
dividend of 70 cents with a 20 
cents extra, it was stated that 
improved earnings and a strong 
cash position made this action 
possible. Because the Government 
stocks of butter and cheese have 
recently been liquidated, and de- 
mand for fluid milk this year 
should expand, all divisions of 
National Dairy Products will 
probably operate at capacity. Fair 
assurance of stable dividends is 
indicated, despite increased taxes, 
because the company’s strong fi- 
nances could permit distribution 
of a larger share of profits. 

For the sixteenth consecutive 
year, net sales of General Foods 
Corporation continue on an up- 
ward trend, but several factors in 
the December quarter of the cur- 
rent fiscal year (changed to end 
March 31, 1951) combined to re- 
duce net earnings for the three 
months as well as for nine months. 
Volume of $130.8 million in the 
three months ended December 31, 
1950, was about 9% above a year 
earlier but net earnings declined 
to 28 cents a share versus $1.06. 
Because of this contraction, net 
for nine months was reported as 
$3.03 a share as against $3.45 in 
the same span of 1948, offsetting 
a previous gain for a six months 
period. 


General Foods 


Partially accounting for the re- 
cent downtrend in earnings de- 
spite increased sales was a marked 
rise in raw material costs and 
heavier promotional costs in con- 
nection with recently introduced 
products. As a matter of policy, 
General Foods does not promptly 
adjust prices on its numerous 
packaged foods, hence pretax 
margins in the December quarter 
narrowed to 6% compared with 
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7.8%. What particularly reduced 
‘net earnings was an increase of 
' almost $8 million in taxes, includ- 
ing about $2.6 million for excess 
‘profits taxes, a considerable por- 
‘tion of which was applicable to 
the September quarter. 

The management hints that 
taxes, controls and increased costs 
may revive some Of the operating 
problems experienced during 
World War II, when earnings 
were somewhat restricted. On the 
other hand, General Food’s EPT 
exemption base is quite favorable, 
and capital outlays of more than 
$73 million in postwar doubtless 
have improved operating effi- 
ciency. Additionally, the prospect 
for larger sales in the present 
year is bright, especially for 
“Birds Eye” foods. In the circum- 
stances, payment of 60 cents per 
share quarterly dividends may 
continue, but distribution of ex- 
tras is less certain. 


Best Foods 


Best Foods, Inc., the most im- 
portant producer of margarine 
and mayonnaise, should complete 
arelatively satisfactory fiscal year 
on July 1, 1951. Repeal of Fed- 
eral taxes on oleomargarine has 
broadened the company’s market 
potentials. While fourteen states 
still prohibit the sale of yellow 
margarine, in coming months it is 
believed that this stand will be 
reversed in a broad manner. Al- 
though the excise tax was re- 
pealed only about eight months 
ago, per capita consumption of 
margarine last year was about 
6.1 pounds compared with 10.9 
pounds of butter. Trade experts 
predict that total consumption in 
1951 will exceed a billion pounds 
for the first time. The outlook for 
ample supplies of ingredients for 
margarine is also encouraging, as 
vegetable fats and oils are quite 
plentiful. Substantial demand, 
also, should continue for Best 
Food’s mayonnaise and the com- 
pany’s diversified output of cake 
flour, cereals and shoe polishes. 

In the first half of Best Food’s 
current fiscal year, volume of 
$43.6 million rose about 16%, but 
operating earnings were held to a 
gain of 10%. Combined Federal 
Income and excess profits taxes 
for the six months ended Decem- 
ber 31, 1950, while about $710,000 
higher than the year before, pared 
net earnings only nominally to 
$1.99 a share from $2.12 in the 
related period of 1949. Earnings 
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Copies Are Now Available 


The annual report of The 
Detroit Edison Company has 
just been mailed to our 
55.000 stockholders. It is an 
illustrated 24-page booklet 
describing the highlights of 
1950 activities of the 
company supplying light and 
power to the great industrial 
and farm areas of southeast- 
ern Michigan. We shall be 
glad to send copies of the re- 
port to those interested. Write 
our Treasurer, 2000 Second 
Avenue, Detroit 26, Mich. 


The Diturite Editors Company 
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CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 





HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable April 1, 1951 to hold- 
ers of record at the close of business 
March 9, 1951. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 

the current quarter of $1.75 per share, 

payable April 1, 1951 to holders of 

record at the close of business March 
St. 


9,19 


COMMON STOCK 
75 cents per share, payable March 
23; 1951 to holders of record at the 
close of business March 9, 1951. 


R. O. GILBERT 
: Secretary 
February 27, 1951. . 





LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
February 21, 1951 
‘ys The Board ot Directors has declared 
At} a quarterly dividend of 37%c per 
share on the outstanding Common 
NX Stock of the Company, payable on 
March 31, 1951, to stockholders of record at the 
close of business on March 16, 1951. Checks 

will be mailed. 


~ 


CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 








INTERNATIONAL 
“atm, SHOE 

(| COMPANY 
"Wipes 


St. Louis 


160TH 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on April 1, 1951 
to stockholders of record at the 
close of business March 15, 
1951, was declared by the Board 
of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


February 26, 1951 











sa 





E.1.DU PONT DE NEMOURS & COMPANY 


Wilmington, Delaware, February 19, 1951 
The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a share on the Preferred Stock—$4.50 
Series and 871/.¢ a share on the Pre- 
ferred Stock—$3.50 Series, both payable 
April 25, 1951, to stockholders of record 
at the close of business on April 10, 
1951; also 85¢ a share on the Common 
Stock as the first interim dividend for 
1951, payable March 14, 1951, to stock- 
holders of record at the close of business 
on February 26, 1951. 


L. pu P. COPELAND, Secretary 
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FREE 


20 STOCKS 
WE 
RECOMMEND 


FREE 
2 ADVANCE 
MARKET 
LETTERS 


Whether you are a conserva- 
tive investor or a trader-spec- 
ulator, let us show you how 
accurate, specific and instruc- 
tive our weekly market letter 
is. See Ticker Tape Analysis 
and Dollar-X Charts in action. 


SEND FOR FREE 2 WEEKS'* TRIAL 
PLUS 20-STOCK PORTFOLIO = 








Market Direction, : 


712 Federal Street 
Chicago 5, Illinois 


















Dividend No. 27 





INTERLAKE IRON 


CORPORATION 
Feb. 15, 1951 


The Board of Directors has 
this day declared adividend 
of twenty-five cents (25¢) 
© share on the outstand- 
ing shares of common stock 
without par value of this 
Corporation, payable 
March 30, 1951, to stock- 
holders of record at the 
close of business March 
16, 1951. The transfer 
books do not close. Checks 
will be mailed. 
J. P. FAGAN 
Vice President and Treasurer 

















BI Babbit= 


89th CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of B. T. 
Babbitt, Inc. has declared a regular 
quarterly dividend of 15c per share 
on the Common Stock of the Com- 
pany, payable on April 2, 1951 
to stockholders of record at the close 
of business on March 20, 1951. 


LEO W., GEISMAR, Treasurer. 
February 28, 1951 
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in the second half year may be 
slightly further reduced by heav- 
ier income taxes now effective, 
but a favorable position as to EPT 
might permit net income of more 
than $4 per share for the full 
year. Dividends at a quarterly 
rate of 50 cents a share, accord- 
ingly, should prove stable. 
Beech-Nut Packing Company 
progressed favorably in the first 
nine months of 1950, with indica- 
tions that full year earnings may 
rise above the $2.84 per share for 
1949. After allowing for retroac- 
tive income taxes, the company 
earned $2.27 per share through 
September compared with $1.91 
in the same 1949 interval, al- 
though no allowance for EPT was 
made. A satisfactory exemption 
base as to EPT should permit 1950 
net income to compare rather 
closely with $2.84 per share 
earned in 1949. This strongly es- 
tablished producer of baby foods, 
chewing gum and coffee should ex- 
perience an increasing demand in 
the current year and has long had 
an excellent operating record. A 
strong financial position should 
assure continuity of quarterly di- 
vidends at 40 cents a share. 


California Packing 


A marked recovery in demand 
from a temporary recession late 
in 1949, followed by rising prices, 
benefitted the operations of Cali- 
fornia Packing Company last 
year. Civilian and military de- 
mand for “Calpak” products, in- 
cluding the well-known “Del 
Monte” brands, rose sharply after 
Korea and should continue brisk 
in the current year. The conveni- 
ence of tinned foods in supplying 
the Armed Forces abroad assures 
large sales. Restrictions against 
the use of tin for canning do not 
apply to perishable foods and 
should not handicap this company 
much as most of its products are 
in this category. In the past ten 
years, California Packing has 
strongly reinforced its dominant 
trade position by spending some 
$40 million for plant improve- 
ments in postwar and by establish- 
ing or acquiring decentralized fa- 
cilities in order to avoid crop 
failures in any one area. 

California Packing will prob- 
ably report record sales for 1950 
for the eleventh consecutive year, 
since volume of $149.3 million in 
the first nine months of the cur- 
rent fiscal year conpared with 





$126.8 million for the like period 
in 1949. While no interim earn. 
ings reports are available, marked 
improvement was probable de. 
spite the impact of 


taxes. High earnings in earlier} 


postwar years created a relatively 
sheltered position against EPT. 
Net income for the fiscal year 
ended February 28, 1951 should 
exceed the $6.54 of the preceding 
year, perhaps by a considerable 


margin. Barring the imposition off 


too stiff margin controls by NPA 


in the near term, the company’s} 


earnings potentials for fiscal 1952 
seem very encouraging. Quarterly 
dividends of 6214 cents a share 
are secure and may be liberalized, 


Corn Products Refining 


Increased grindings and ad- 
vanced selling prices combined to 
swell sales of Corn Products Re- 
fining Company for the first nine 
months of 1950 and doubtless for 
the full year. A rise of volume to 
$128.2 million established a gain 
of 22% in the first three quarters. 
During the same period, net earn- 
ings were reported as $4.31 per 
share, up 19%, but after applica- 
tion of excess profits taxes the 
showing would be less. Favorable 
conditions in the final quarter, 
though, may have increased full 
year net income to nearly $6 per 
share compared with $4.88 for 
1949. The EPT exemption base is 
favorable. 

The company’s outlook for 1951 
is encouraging, since its numerous 
nationally advertised brands, in- 
cluding “Karo” corn syrups, “Kre- 
mel” puddings and “Mazola”’ salad 
oil are very popular, and profit 
margins on them are _ rather 
ample. The prospect of relatively 
high sugar prices should create 
favorable competitive conditions 
for corn syrup. More than 70 dif- 
ferent industries, mainly food pro- 
cessors, should continue to absorb 
about 50% of total output, repre- 
senting industrial essentials. Corn 
Products’ dividend payments 
should remain liberal relative to 
earnings, and maintenance of a 90 
cents quarterly rate seems assured 
this year with a chance that an- 
other small stock dividend may be 
paid later on, similar to the one of 
5% recently distributed. 

National Biscuit Company, the 
leader in its field, maintained 
fairly stable operations last year, 
with volume of $296.4 million just 
$2 million above the year before. 
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' preliminary estimates by the man- 
agement of net earnings were 
$3.08 per share compared with 
$3.17 in 1949. In the December 
_ quarter alone 82 cents was earned. 
Nabisco’s outlook for continued 
good business in 1951 is very sat- 
isfactory due to the increasing 
high level of national income and 
economies made possible by the 
use of the company’s relatively 
low price products. 

Since the start of the current 
year, a new $10 million bakery has 
been opened in Portland, Oregon, 
capable of turning out 55 million 
pounds annually of cookies, crack- 
ers and ice cream cones. This ad- 
ditional capacity enhances the 
company’s sales and earnings po- 
tentials for 1951. It is interesting 
to note an official estimate that 
with a 47% income tax rate, Na- 
tional Biscuit could earn $2.57 per 
share before becoming subject to 
excess profits taxes. The stability 
of 50 cents quarterly dividends 
seems pretty well assured. 


oe 


Outlook for Sugar Industry 


It is estimated that world sugar 
production in 1951 may increase 
by 9.5% compared with last year. 
Domestic consumption has been 
set at 8 million short tons, but in 
1950 the total was raised from any 
early 7.5 million tons to 8.7 million 
and can again be adjusted upward 
if necessary. Crop conditions in 
the entire Carribean area are 
good, sugar prices are higher than 
a year ago and larger profits from 
blackstrap molasses are expected. 
Domestic production of beet sugar 
from the crop now being ground, 
according to trade estimates, may 
advance-about 20%. The earnings 
outlook for the beet sugar group 
for fiscal 1952, though, is not too 
bright because of manpower prob- 
lems and increased taxes. Net 
earnings of the beet sugar group 
may recede considerably. 

1950 volume of American Sugar 
Refining Company rose 3.6% for 
a total of $287.2 million, aided by 
higher average selling prices. 
While no interim earnings are re- 
ported, net income for the year 
probably did not vary much from 
the $10.75 per common share of 
1949, despite the impact of in- 
creased taxes. Higher tax rates in 
the current year may reduce earn- 
ings moderately, but a high EPT 
exemption base should limit the 
decline. Dividends should remain 
substantial. 

1951 
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A Reappraisal of Woolworth 





(Continued from page 606) 


anticipation of larger sales this 
year in reflecting higher dispos- 
able income. 

High costs of store furnishings 
and essential equipment impose a 
serious handicap on expansion, 
but this factor is not restricted to 
variety chains and may not be an 
adverse factor in the long run, for 
the prohibitive costs of opening 
new stores tend to keep out fresh 
competition. High rentals also 
sometimes are mentioned as a 
problem for variety chains, but 
actually in most instances, rentals 
represent a smaller proportion of 
sales now than ten or fifteen years 
ago. 

One of the handicaps with which 
Woolworth has had to contend is 
size. The company is the largest in 
its field with 1936 stores in opera- 
tion in this country as well as in 
Canada and in Cuba. Of these, 
1776 are located in the United 
States. The Woolworth chain prob- 
ably outnumbers all the other lead- 
ing chain outlets combined. Be- 
cause of bigness, numerous major 
policies must be closely watched 
so as not to make the company a 
target for adverse criticism or 
legislation. 

Still another factor that has 
detracted from investment popu- 
larity is the apparent absence of 
special attraction in the variety 
chain group. Much of the moti- 
vating force behind the market’s 
advance in the last year or so has 
been fear of inflation, and variety 
store shares scarcely would be 
favored as inflation hedges. Most 
of them have reduced real estate 
investments in recent years and 
even have avoided long term leases 
that might be expected to afford a 
moderate protection against infla- 
tion. 

Woolworth would seem to have 
more “romance” than most of its 
competitors, however, by reason 
of its British investment. A ma- 
jority interest of about 53 per cent 
is owned in F. W. Woolworth & 
Co., Ltd., carried on the company’s 
books at about $30.9 million. 
Valued on basis of London Stock 
Exchange quotations, as of Decem- 
ber 31, the investment was worth 
about $191.5 million converted 
into dollars at the prevailing $2.80 
official rate for the pound sterling. 
It would require no great stretch 
of the imagination to foresee con- 


























AMED FOR WORLD-WIDE 
Foun from branches lo- 
cated in more than 20 countries, 
including 50 offices in the United 
States from coast to coast, the 
SUN LIFE ASSURANCE COMPANY 
OF CANADA has won universal 


recognition for the diversity and 


usefulness of its comprehensive 


life insurance and annuity plans. 





From the 1950 Annual Report 


Benefits paid to policyholders and 
beneficiaries during 1950: 
$121,476,556. 


Total benefits paid since the first 
Sun Life policy was issued in 1871: 
$2,361 860,114. 


New Assurances issued during the year: 


$441,098,696. 


Assurances in force: 


$4,461,915,659. 











Write today for a copy of “Sun Life 


of 


Canada Reports to You.” Just address: 
Sun Life of Canada, Transportation Bldg., 


Washington, D. C., or 


Vontreal. 


Sun hfe 


Head Office, 


ASSURANCE COMPANY 


of Cinade 











Allied Chemical & Dye Corporation 
61 Broadway, New York 
February 27, 1951 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No, 120 
of Fifty Cents ($.50) per share on the 
Common Stock of the Company, pay- 
able March 20, 1951, to common stock- 
holders of record at the close of busi- 
ness March 9, 1951. 


W. C. KING, Secretary 
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“Call for 
Paap MORRIS* 


New York, N. Y. 
February 28, 1951. 


Philip Morris & Co. Ltd., Inc. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock, 4% Series, and the regu- 
lar quarterly dividend of $0.975 per 
share on the Cumulative Preferred 
Stock, 3.90% Series, has been declared 
payable May 1, 1951 to holders of 
record at the close of business on 
April 16, 1951. 

There has also been declared a regu- 
lar quarterly dividend of $0.75 per 
share on the Common Stock of the 
Company ($5 Par), payable April 16, 
1951 to holders of Common Stock of 
record at the close of business on 
April 2, 1951. 

In addition, the Board of Directors 
declared a dividend payable April 30, 
1951 in Common Stock of the Com- 
pany at the rate of one (1) share for 
each twenty (20) shares of Common 
Stock outstanding to Common stock- 
holders of record at the close of busi- 
ness on April 2, 1951. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of 
the par value of $10. 


L. G. HANSON, Treasurer. 

















UNITED FRUIT COMPANY 


DIVIDEND NO. 207 


A dividend of seventy-five cents per share 
and an extra dividend of one dollar per 
share on the capital stock of this Company 
have been declared payable April 13, 1951 
to stockholders of record March 8, 1951. 

EMERY N. LEONARD 


Secretary and Treasurer 
Boston, Mass., February 19, 1951 
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Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 
At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
February 22, 1951, a dividend of 
fifty cents (50c) per share was 
declared on the Common Stock 
of the Corporation, payable 
March 31, 1951 to Common 
stockholders of record at the 
close of business on March 16, 
1951. 
S. A. McCASKEY, Jr. 
Secretary 

















Corporation 


DIVIDEND 

The Board of Directors declared a dividend 
of 75¢ per share on the Common Stock pay- 
able March 14, 1951, to holders of record 
March 5, 1951. 


ROGER HACKNEY, Treasurer 


JM Johns-Manville 


gRopucTs 
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siderably higher valuations for the 
investment if by chance the Labor 
Party were overthrown and a Con- 
servative Government came into 
power, or if the pound sterling 
should be up-valued to a higher 
level. 

While the management has indi- 
cated no intention of disposing of 
its British interests, any substan- 
tial change for the better in the 
British concern’s affairs, accom- 
panied by a relaxation in foreign 
exchange restrictions, readily 
might pave the way for a sale to 
English investors. Even under 
current adverse conditions, the 
valuation of $160 million in excess 
of book value is equivalent to about 
$17 a share. Giving full recogni- 
tion to market valuation of almost 
$192 million for the British hold- 
ings, it might be argued that the 
company’s chain store business 
outside of England was appraised 
at an extremely low figure of about 
$25 a share, since the British in- 
vestment is worth in the British 
market about $20 a share on 9.7 
million shares of the American 
company outstanding in the hands 
of the public. 


Earnings of Woolworth Ltd. 


The time may come when the 
American company may feel war- 
ranted in disposing of its holdings 
in Woolworth, Ltd., either as a 
distribution to its American stock- 
holders or through sale to British 
investors. Holdings approximate 
31,620,000 shares of a total of 60 
million ordinary shares, or more 
than three British shares for each 
American share. The stock was 
split two for one slightly more 
than a year ago. The British com- 
pany registered improvement in 
earnings last year in the face of 
high taxes. Net earnings amounted 
to 5,355,272 pound sterling after 
providing for 6,413,138 pounds in 
governmental taxes. This com- 
pared with earnings in 1949 of 
5,020,060 pound sterling. A divi- 
dend of one shilling four and a half 
pence was declared payable March 
1, the same as at this time a vear 
ago. Indications point to income 
for the American company this 
year comparing favorably with the 
$5.2 million received in 1950. 

Woolworth gradually is restor- 
ing operations in its German affili- 
ate, which was all but completely 
destroyed during the war. New 
stores were opened in three differ- 
ent cities last year, while six dam- 
aged stores have been completely 






renovated and major repairs have 
been completed in _ seventeen 
others. Cost of improvements has 
been borne by the German com. 
pany, investment in which is car- 
ried by the American company at 
$1. Altogether 41 stores now are 
operated in the Western Sector of 
Berlin and in Western Germany. 
Operating results, according to the 
American Woolworth manage- 
ment, showed “splendid increases” 
in sales and profits. 


Big 1950 Sales 


Along with most other retailers, 
the Woolworth Company experi- 
enced favorable results in domestic 
operations last year. Topped by 
by record December sales, volume 
for 1950 rose 2.68 per cent to more 
than $632 million for a gain of 
$16.5 million over 1949. Christmas 
business lifted December sales 
about 2 per cent over the previous 
year to $111.5 million for the best 
month in the company’s history. 
This volume was greater than for 
any full year prior to 1919; in fact, 
for the two years of 1912 and 1913, 
total sales of $126.8 million only 
barely topped the single month’s 
business for last December. 

In strengthening its merchan- 
dising facilities, the Woolworth 
Company spent about $25 million 
last year in expansion and im- 
provements. Twenty-one new 
stores were opened, 26 were moved 
to more desirable locations in the 
same cities, while 51 others were 
enlarged and renovated. Many 
new features included air-condi- 
tioning, escalators, fluorescent 
lighting and modern display coun- 
ters designed to attract customers. 
From mid-1947 to the end of last 
year, the company completed 311 
major projects and at the close of 
1950, 33 still were in progress. 


Current Expansion Plans 


Plans for this year call for con- 
tinuation of expansion and im- 
provements to the extent per- 
mitted by Government building 
restrictions. In line with Washing- 
ton regulations, plans are being 
modified so as to curtail projects 
which can be postponed. Accord- 
ingly, it is expected that expendi- 
tures on improvements this year 
will be considerably less than the 
$25 million spent in 1950. 

In line with modifications in 
merchandising policies, aimed at 
broadening the types of goods 
handled, many large stores now 
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have assortments of merchandise 
far more comprehensive than in 
previous years. Smaller stores also 
carry increased varieties of goods. 
The company’s warehouses in New 
York, Chicago, San Francisco and 
Toronto are reported to be stocked 
with extensive supplies of mer- 
chandise in anticipation of a 
strong consumer demand. 

“Even though conditions at this 
time are somewhat unsettled,” the 
annual report to stockholders said 
recently, “the company plans to 
add many new items and is antici- 
pating record sales for 1951.” 

Indicative of the “growth from 
within” fostered by management, 
it is to be noted that all but a few 
of the 24 directors are company 
executives or district managers. 
Searcely, more than two or three 
are so-called outsiders. It is inter- 
esting also to see that 1710, or 
more than 2 per cent of 85,000 em- 
plovees, have been with the com- 
pany for more than 25 years. 
About 17 per cent have been with 
the company five years or longer. 
This showing testifies to a strong 
sense of loyalty among the sales 
organization. 


Employee Relationships 


Commenting on employee rela- 
tionships, the latest annual report 
says in part: 

“The continued success of the 
company would not be _ possible 
without the ability, industry and 
loyalty of the more than 85,000 
active members of the Woolworth 
organization. Each new employee 
knows from the start that all va- 
cancies in jobs above will be filled 
from the ranks. Throughout their 
active careers Woolworth employ- 
ees receive fair basic salaries, 
Christmas bonuses, vacations with 
pay and the daily benefit of a good 
place to work. A pension plan is 
also provided without cost to the 
employee.” 


Market Action 


At current price of around 45, 
the common stock yields 515% on 
the $2.50 annual dividend paid 
since 1947. Under today’s market 
conditions, this is no more than 
average for an issue of Wool- 
worth’s quality though it would 
have been considered a high rate 
of return under former market 
conditions. Since the dividend rate 
is not likely to be raised in the 
near future, no particular market 
stimulus can be expected from the 
1951 
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yield factor. Rather, any future 
stimulus would have to come from 
removal or partial solution of the 
adverse factors discussed, or from 
other developments not now fore- 
seeable. There is of course no 
question about the stock’s invest- 
ment rating, nor its excellent de- 
fensive qualities during recessive 
business periods. 
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These earnings, subject to final 
audit, were 49% higher than 
profits of $2,686,760 earned in 
1949 and 118% more than the 
average annual profit for the pre- 
ceding decade. 

After allowing for preferred 
stock dividends, the 1950 profit 
amounted to $3.97 per share on 
997,121 shares outstanding at the 
end of the year. 

There were 767,305 shares of 
common stock outstanding as of 
December 31, 1949. This rose to 
874,156 shares with the comple- 
tion of the conversion of preferred 
stock to common on June 30, 1950, 
and increased to 997,121 shares 
with the sale of new common stock 
in December. Based on the aver- 
age number of shares outstanding 
through the year, the company 
earnings were $4.69 per share. 


Fourth Quarter Results 


Earnings for the fourth quarter 
ended December 31, 1950 were 
$869,261, equivalent to 87c per 
share outstanding at the end of 
the year, as compared with earn- 
ings of $578,502, equal to 70c per 
share, after provision for divi- 
dends on preferred stock, in the 
final quarter of 1949. 

Consolidated net sales for the 
twelve months ended December 
31, 1950 were $39,981,080, also the 
highest in Pennsalt’s history. 
Sales for the previous year were 
$33,173,199. 

Dividends including extras 
totaled $2.25 a share in 1950. 

Company is introducing a new 
dry cleaning soap (Thriftex), 
which is both a detergent and an 
emulsifier. 

Company manufactures more 
than 300 chemicals and _ special 
chemical products. Principal out- 
put consists of heavy chemicals 
such as sulphuric nitrate, hydro- 
fluoric and muriatic acid, ete. DDT 
and other insecticides, ete. 
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A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending April 30, 1951, has been 
declared payable April 16, 1951 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on March 29, 1951. 

A dividend of 50¢ per share has 
been declared payable April 16, 
1951, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to hold- 
ers of common stock of record at 
the close of business on March 
29, 1951. 


February 28, D. H. COLLINS 
1951 Secretary 


——ROYAL 
CRE AY earner ET 








DIVIDEND NOTICE 
Preferred Stock 
A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock was declared, payable 
April 1, 1951, to stockholders 
of record at the close of busi- 
ness on March 15, 1951. 


Common Stock 
A quarterly dividend of $0.20 
per share on the Common 
Stock was declared, payable 
April 1, 1951, to stockholders 
of record at the close of busi- 


ness on March 15, 1951. 
Transfer books will not be 
closed. Checks will be mailed. 


Wo. J. WILLIAMS, 
Vice-Pres. & Secy. 


























C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION 
payable April 1, 1951, to stockholders of rec- 
ord at the close of business March 9, 1951. 
The transfer books will not close. Checks will 
be mailed. 

FRED W. HAUTAU, Treasurer 
February 26, 1951. 


——_ 








MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 
The Board of Directors has declared a dividend 
of fifteen cents (15c) on the Capital Stock of 
the Corporation, payable April 5, 1951 to stock- 
holders of record at the close of business March 
20, 1951. 
T. RUSS HILL, President 
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Mining and Manufacturing 
Phosphate ¢ Potash « Fertilizer © Chemicals 
* 

Dividends were declared by the 


Board of Directors on 
February 28, 1951, as follows: 


4% Cumulative Preferred Stock 
36th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 


Both dividends are payable March 30, 
1951, to stockholders of record at the 
close of business March 16, 1951. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 
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. A GROWING COMPANY 
__ IN A GROWING WEST 





Serving in Utah, idaho, Wyoming, Colorado 








_The Board of Directors has declared a 
dividend of 62% cents a share on the out- 


standing 5% Cumulative Preferred Stock 
and 68% cents a share on the outstanding 
544% Cumulative Preference Convertible 
Stock, both payable April 2, 1951 to stock- 
holders of record at the close of business 
on March 19, 1951. A regular quarterly divi- 


dend of 25 cents a share and an extra divi- 
dend of 15 cents a share were declared on 
the outstanding Common Stock, payable 
March 31, 1951 to stockholders of record at 
the close of business on March 19, 1951. 


M. G. SHEVCHIK, Secretary. 
February 28, 1951. 
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The Illusion of Scarcities 





(Continued from page 597) 


As already stated, raw material 
shortages — especially in metals — 
will constitute the most impor- 
tant immediate bottleneck for the 
simple reason that as a nation, we 
have been increasing our ability to 
consume faster than our ability to 
produce or import raw materials. 
Though these difficulties are like- 
ly to cause a pinch, they will be 
minimized by factors affecting de- 
mand. Moreover, a great search is 
going on to improve the raw ma- 
terial supply with the result that 
by the end of the year, things will 
look better. Moreover, business is 
displaying great ingenuity in us- 
ing substitutes and_ stretching 
short supplies. The prospect there- 
fore is that the civilian goods sup- 
ply will hold up much better than 
many think, that the fear of real 
shortages will largely prove un- 
justified. 





Profitable Tax Pointers in 
1951 Investment Planning 





(Continued from page 599) 


such as a_ switch of General 
Motors for Chrsyler. Or, the in- 
vestor could make an additional 
vestment in the same stock or 
bond more than 30 days before 
or more than 30 days after the 
contemplated sale. Under one of 
these alternatives the loss upon 
sale would be realized, yet the 
investor would retain his position. 

An investor should also under- 
stand the tax treatment of stock 
dividends and rights, both of 
which have been distributed by 
many corporations during the 
past few years. Stock dividends 
and rights to acquire stock are 
taxable to the shareholder only 
if as a result of this distribution, 
the investor acquires a different 
proportionate interest in the cor- 
poration. For example, common 
stockholders receiving a common 
stock dividend of 1 share for every 
2 shares held would not be taxable 
on such a dividend. The common 
stockholders do not hold any dif- 
ferent interest; they now hold the 
same investment and rights rep- 
resented by a larger number of 
shares. 

However, if the common stock- 
holders were given one share of 
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preferred stock for every two 
shares of common stock, then the 
stock dividend would be taxable 
due to a change of their interest 
in the company. If stock dividends 
are taxable they would be taxable 
as ordinary income on the basis of 
the value of the stock received. 

At times it may be preferable 
to sell the stock prior to distribu- 
tion of the stock dividend or right, 
inasmuch as the increase in value 
of the security reflected in a high- 
er market price would be lost 
after the stock goes ex-dividend. 
The gain upon sale of a long-term 
holding prior to the ex-dividend 
would cause the increased value to 
be taxable at an effective rate of 
25% whereas the distribution of 
the stock dividend would require 
the investor to include its value 
as ordinary income. Of course this 
is only the tax viewpoint. 

Stock rights justify some addi- 
tional explanation. Tax liability 
arises only when taxable stock 
rights are sold or exercised. Non- 
taxable rights are never taxable, 
but the cost of the old and new 
shares must be allocated between 
them. If non-taxable rights are 
sold, they represent the sale of a 
capital asset, with its cost being 
an allocated portion of the cost 
of the original shares. The pro- 
ceeds from sale of taxable rights 
is ordinary income. Upon exercise 
of a taxable right, the excess of 
the market value of the stock over 
the option price is taxable as a 
dividend. However, no deduction 
is allowed if rights expire without 
sale or ‘exercise of the right to 
purchase. 


Purchased vs. Distributed Rights 


Of course this does not apply to 
taxable rights purchased, rather 
than distributed, in which case 
the lapse of a right would result 
in a short-term capital loss. The 
cost basis of stock acquired by 
exercise of a taxable right is the 
option price plus the taxable divi- 
dend reported as ordinary income. 
The basis of non-taxable rights is 
a percentage furnished by the 
corporation, of the cost of the old 
stock; this portion of the cost 
plus the option price is applied 
when determining the gain or 
loss upon sale of stock acquired 
with the rights. These special 
rules should cause an investor to 
determine in advance what type 
of stock dividend or rights he will 
receive. With that knowledge he 
will be better prepared to decide 
the tax consequences of the v-ri- 
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AVCO reports 
for 1950 


HIGHLIGHTS 


Consolidated net sales , 
Consolidated net income . 


Federal income and 


excess profits taxes : 
Net working capital. . . 
Net tangible assets (net worth) 

Per common share. . 

Per preferred share. . 
Earnings per common share 
Dividends per common share 


Number of stockholders. 


BOARD OF DIRECTORS 


Year ended 
Nor. 30, 1950 


$256,966.97 1 


$12,635.633 


$16,100,000 
$71,617,941 
$81,273,695 
$8.65 

$401.87 

$1.65 

$0.50 


97.119 


VICTOR EMANLEL, Chairman 

GEORGE FE. ALLEN GEORGE A. ELLIS 
IRVING B. BABCOCK JOSEPH B. WALI 
NEAL DOW BECKER CARLTON M. HIGBIE 
JAMES BRUCE ROBERT L. JOHNSON 
MARTIN W. CLEMENT LEROY A. LINCOLN 
CC. COBURN DARLING W. A. MOGENSEN 


Year ended 
Nov. 30, 1949 


$137,398,554 


$4,150,466 


$2,400,000 
$34,850,256 
$62,563,432 
$7.63 
$259.01 
$0.54 

$0.30 


36.345 


WILLIAM I. MYERS 

BENJAMIN HL. NAMM 
PHOMAS A. OHARA 
K. S. PRUITT 

JAMES D. SHOUSE 


4. N. WILLIAMS 








Aco 
“A Family of 
Famous Names” 


CROSLEY 


Shelvador refrigerators, home and 
farm freezers, electric ranges, kitchen 
sinks and cabinets, television and 
radio sets and other home equipment. 


BENDIX 


HOME APPLIANCES 





Automatic washers, dryers, ironers. 


Cimtbiean 
METCHERS 


Steel wall cabinets, kitchen sinks, 
base cabinets, waste disposers. 


CROSLEY BROADCASTING 
CORPORATION 


Operates WLW, “The Nation's 
Station,” Cincinnati, and WINS, New 
York; and television stations WLW-T, 
Cincinnati; WLW-D, Dayton, and 
WLW-C, Columbus. 


NEw [DEA 
Spreaders, corn pickers, hay rakes 
and loaders, power take-off mowers, 
grain and baled-hay elevators and 
other farm equipment. 


~LYCOMING ~ 
Aircraft and industrial engines, pre- 
cision machine parts. 


SPENCER HEATER 
Heating boilers for commercial and 
residential use, castings. 


Avco is helping keep America 
strong. With substantial orders 
for military production, Avco’s 
plants and facilities also are 
engaged in the manufacture of 
electronic equipment, aircraft 
components, auxiliary power 
units, military aircraft engines 
and other materiel essential to 
the nation’s defense program. 


AVCO MANUFACTURING CORPORATION 


420 LEXINGTON AVENUE, 


MARCH 10, 1951 


NEW YORK 17, NEW YORK 
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PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 141 


The Board of Directors on February 21, 
1951, declared a cash dividend for the 
first quarter of the year of 50 cents per 
share upon the Company's Common 
Capital Stock. This dividend will be 
paid by check on April 12, 1951, to 
common stockholders of record at the 
close of business on March 13, 1951. 
The Transfer Books will not be closed. 


E. J. Becxett, Treasurer 


San Francisco, California 








ous alternatives available. 

In addition to the special tax 
provisions covering security trans- 
actions, an investor should be 
aware of the possible investments 
in tax-exempt securities. The in- 
terest paid on certain bonds is- 
sued by the United States and 
state and municipal obligations 
are exempt from income tax. In- 
terest on the following U. S. ob- 
ligations is exempt: Treasury 
notes issued before March 1, 1941, 
Treasury Bills and Treasury Cer- 
tificates of indebtedness issued be- 
fore March 1, 1941, and interest 
on $5,000 principal amount of 
U. 8S. Savings Bonds and Treasury 
Bonds issued prior to March 1, 
1941. Interest on such bonds 
owned in excess of $5,000 princi- 
pal is exempt from normal tax of 
3% but is subject to surtax rates. 


Defaulted Bonds 


Although interest on_ state, 
county and municipal bonds is 
tax-free, regardless of when the 
obligations were issued, the sale 
of such securities is subject to the 
same rules as apply to all other 
securities. 

Another form of tax-exempt se- 
curity is a bond with defaulted 
interest coupons; such a bond is 
bought “flat” (the price covers 
both principal and unpaid inter- 
est). Any defaulted interest, re- 
ceived by the investor, is a return 
of capital and hence not taxable. 
However, interest received on such 
a bond for a period following the 
date of purchase is taxable in full. 
The advantage of tax-exempt 
bonds, even though paying only 
2% or 3% interest, lies in the 
fact that to investors in high in- 
come brackets, they frequently 
afford a higher yield than other, 
taxable investments, the return 
whereon (before taxes) may be 
twice or three times that of tax- 
exempt bonds. 
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Government's Money 
Manufacturing Policy 





(Continued from page 594) 


control has been told exactly what 
it is expected to sponsor. A new 
credit policy that is to substitute 
direct for indirect controls so that 
the program of pegging Govern- 
ment securities need not be af- 
fected. That, of course, is what 
the Treasury Department wanted 
right along. 


Means of Curbing Credit 


Further credit expansion, the 
new interdepartmental group has 
been told, is to be checked by (1) 
voluntary restrictions of loans on 
the part of the banks and life 
insurance companies; (2) by 
measures to induce borrowers as 
well as lenders to cut down on 
the use of credit; (3) by new 
authority for the Federal Reserve 
to raise further the legal reserve 
requirements for member banks 
since these have already been 
raised to their statutory maxi- 
mum, except on demand deposits 
in New York and Chicago. 

Such measures, from the stand- 
point of easing inflationary pres- 
sures, would probably be quite 
helpful, provided they are carried 
out to the degree needed. Particu- 
larly during the current emer- 
gency, direct restrictions on cred- 
it are preferable to, and more 
effective than, indirect ones. 
Moreover, there are effective ar- 
guments for the viewpoint that 
wide changes in interest rates 
may not be a desirable method of 
controlling credit, though greater 
flexibility of interest rates cer- 
tainly would be desirable. 

The disquieting part of the 
Administration approach is the 
apparent intention of pushing 
aside our established credit con- 
trol organization, that is the 
Federal Reserve Board, and re- 
placing it with a new interde- 
partmental agency to establish 
policy. It’s a dangerous precedent 
for any future administrations 
who do not like the decisions of 
any agency set up by Congress to 
formulate policies on economic 
and financial, as opposed to poli- 
tical grounds, to do likewise. 

The decisions of the new com- 
mittee are probably a foregone 
conclusion if only because of its 
composition. The group consists 





of Secretary of the Treasury 
Snyder, whose viewpoint is well 
known; of Mr. Keyserling, chair- 
man of the Council of Economic 
Advisers, who strongly supports 
Mr. Snyder; of Chairman McCabe 
of the Federal Reserve Board 
whose position has now been ren- 
dered increasingly difficult; and 
of Defense Mobilizer Charles EF. 
Wilson who has a tremendous in- 
terest in any measure which will 
reduce the inflationary pressures 
on the price and wage ceilings for 
which he is responsible. 

Appointing the new group is 
of course tantamount to super- 
seding the Federal Reserve Board 
as the top credit control agency 
of the country. And telling the 
committee exactly what it is ex- 
pected to do—to come up with 
sponsorship of direct credit con- 
trols—puts the Federal Reserve 
Board and the banks ‘on the 
spot”. For any disagreement with 
the proposed direct control pro- 
gram has already in advance 
been labelled as virtual interfer- 
ence with the defense effort. 

Whether the new direct con- 
trols advocated, if they are 
adopted and put to a test, will halt 
further injurious credit expansion 
remains to be seen. It’s not so 
much the nature of these meas- 
ures as their manner of applica- 
tion, that counts, particularly as 
long as the bond support policy 
remains effective. This will assure 
ready availability of any amount 
of lendable funds simply by sell- 
ing Government bonds. What is 
attempted, under the new propo- 
sals, is to prevent these funds 
from getting into the hands of 
borrowers. 


The New “Accord” 


That problem remains, regard- 
less of the latest ‘‘accord” between 
the Treasury and Federal Reserve 
Board which involves a new issue 
of non-marketable 23/,% bonds in 
exchange for outstanding long 
term 214s. Certainly the official 
statement announcing this raised 
more questions than it answered. 
To some, this latest action looks 
like a smokescreen thrown around 
the differences on debt manage- 
ment and interest rate policy. The 
crux of that battle—whether the 
Reserve System should continue to 
support the Government bond 
market—has been left as much in 
the air as ever, at least up to this 
writing, unless there is a secret 
agreement on that point that will 
only be revealed by future action 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 

holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
1. When to Buy and When to Sell 


Our weekly market forecast . . . with chart of daily 
action... projects the trends and basic forces at work. 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 





Definite market advice is then 





given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 





2. Definite Advices on Intrin- 


ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1951. It is important 
to participate in our investment campaigns 
from their start—since we time our new pur- 
chases carefully and individual stocks can out. 
score substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


4. Continuous Consultation 

You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold ... switch .. . or close 


A Plus Service . . . These con- 
sultation privileges alone can be 














worth hundreds and thousands 





sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections ... bonds and preferreds 
as well as common stocks. 


of dollars to you in concentrating in potential leaders... 
in stable investment situations . . . in avoiding laggards 

. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to April 10. Mail the 
coupon below today. 
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FREE SERVICE TO APRIL 10, 1951 
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MONTHS’ 
12 SERVICE $100 


Special Delivery: (J 
C) $8.00 one year. 


1. (17 Cee a ee area 
Complete service will start at 7 CC een ee 
once but date from April 10. eee 


Subscriptions to The Forecast 
are deductible for tax purposes. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [J $100 for a year’s subscription. 
(Service to start at once but date from April 10, 1951) 


Air Mail: ( $1.00 six months; [) $2.00 
one year in U. S. and Canada. 
$4.00 six months 
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Your subscription shal] not be assigned at 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


(0 Telegraph me collect in anticipation ef 
important market turning points...when 
to buy and when to sell...when to ex- 
pand or contract my position. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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of the bond market. There still re- 
mains the question, then, what the 
Government intends to do to curb 
inflation by restraining bank credit 
expansion. 

The conclusion can be drawn, 
however, that an attempt is now 
made for Treasury financing to 
consist mainly or entirely of non- 
marketable bonds, with the pri- 
mary objective to remove from the 
market long term marketable 
bonds which the Federal Reserve 
might have to purchase at some 
future date to keep their price 
above par. In other words, to re- 
duce the main source of embar- 
rassment to the Federal Reserve— 
the constant flood of offerings of 
long term bonds by insurance com- 
panies, savings banks, pension 
funds and other investors who 
have more lucrative opportunities 
to employ their money in other 
than Government securities. 


Future to Tell 


How effective this attempt will 
be remains to be seen. Moreover, 
the transformation of a larger part 
of the public debt into non-market- 
able bonds would be far from an 
unmixed blessing. Unmarketable 
debt is much less flexible an invest- 
ment instrument than marketable 
bonds. Institutional investors on 
the other hand desire and need 
flexibility to permit them to shift 
from Government bonds into other 
investments as the need arises. 

Thus the postwar expansion and 
the latest building boom was 
greatly facilitated through sales of 
Government bonds by institutional 
lenders. Presumably these will 
continue to strive for the degree of 
flexibility which they consider 
necessary for their operations. As 
it is, the new non-marketable 
bonds proposed are not even to be 
redeemable before maturity, as are 
existing non-marketable issues. 
They will be convertible into 
Treasury notes, presumably on a 
basis that could involve a consid- 
erable discount for holders who 
seek to sell such notes in the mar- 
ket on a larger scale. If so, that 
would be bound to limit somewhat 
the demand for the new long term 
issue. 

There is no certainty that the in- 
terest rate structure will be raised 
quickly or considerably under the 
new agreement, that the Govern- 
ment bond market will regain 
freedom from its present controls 
any time soon. The latest step 
taken is only one of many which 
may be necessary to attain the goal 
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of maintaining an orderly market, 
keeping interest rates low enough 
so as not to burden the Treasury 
with excessive debt service, and 
yet letting the rate advance far 
enough so as to counteract infla- 
tionary expansion of bank credit. 
We are still far from seeing such 
a policy in effect. 

The willingness to raise the long 
term interest rate from 214% to 
23/4.% is a concession to the Re- 
serve Board argument that if sav- 
ing is to be stimulated and bor- 
rowing to be discouraged, interest 
rates must be raised. But it is not 
the final answer to the inflation 
problem. Yet the fight against in- 
flationary expansion of bank credit 
should be given clear-cut priority 
over the limited objective of keep- 
ing down the interest cost on the 
public debt. And that fight cannot 
be successful if the Federal Re- 
serve is expected to support the 
new interest pattern as rigidly as 
it has felt obliged to support the 
present one. 





As I See It! 





(Continued from page 589) 


would also imply an Austrian set- 
tlement including Soviet military 
withdrawal from the Balkan satel- 
lite countries. It is unthinkable 
that the Kremlin would place it- 
self into such a position. 

But even some such fake propo- 
sal could have tremendous reper- 
cussions—unless it is quickly rec- 
ognized for what it is—by under- 
mining our efforts to reestablish a 
true balance of power by rearming 
Western Europe. It might prove 
truly tempting to those quarters 
abroad who have approached the 
rearmament effort half-heartedly 
and with little conviction. It might 
cause deep splits in western ranks, 
something to be avoided by all 
means. But because of such a pos- 
sibility, it is evident that the East- 
West struggle is moving into a 
new stage of crisis. It is well that 
we recognize this fully, and be 
guided accordingly. Let’s not fall 
into the Kremlin’s trap. Let’s not 
throw away our present advan- 
tages for any kind of appeasement 
of Russia. 

Her aims are transparently 
clear. We can be certain that she 
will go to great length to achieve 
these aims and that she will also 
make powerful use of her cus- 
tomary ally—fear. What hope for 
peace there is, however, rests not 


upon yielding to fear but upon the 
united will of the free world to 
resist blackmail and aggression, 
on demonstrating to Russia our 
ability to stand firm. 





The Trend of Events 





(Continued from page 588) 


investors from selling. This would 
make for thinner markets, more 
vulnerable to sharp and sudden 
fluctuations. And to the extent that 
speculation is restricted, it will de- 
prive the market of the activity 
so necessary to its proper func- 
tioning. 

From a revenue standpoint, it 
is not difficult to prove that the 
Government will get more tax 
money from capital gains if it 
keeps the holding period short, for 
this stimulates market activity. 
From an economic viewpoint, the 
throttling of capital investment by 
lengthening the holding period is 
hardly desirable. And the investor, 
quite apart from his personal tax 
angle, can hardly be enthusiastic 
about anything that is bound to 
restrict markets and freeze invest- 
ments. Apart from the overriding 
revenue aspect, his interest should 
not be wholly ignored, for after all 
it is he who pays the taxes. And 
he pays heavily already. 





BOOK REVIEW 


YOUR MORTGAGE 
Wuat To Do Asout It 


By FREDERICK H. ALLEN 


A general book on mortgages for the 
private homeowner, this fills an impor- 
tant need. All questions of possible 
concern to the average mortgage-holder 
are discussed: What is a mortgage; 
Title insurance; Surveys; Terms of 
mortgage contracts; Interest, how com- 
puted and how paid; Coverage of the 
mortgage; Fire and other insurance; 
Budgeting mortgage costs; Income-tax 
deductions FHA loans and plans; Ap- 
praisals; Savings and loan mortgages; 
Building loans. 

Appendices cover the six different 
mortgage plans most commonly in use 
and make clear to the homeowner, with 
tables and diagrams, exactly what a 
mortgage loan will cost him. The author 
of Your Mortgage, Frederick H. Allen, 
is a partner in Harrison, Ballard and 
Allen, one of the country’s leading 
firms of housing consultants. 
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INCREASE YouR INCOME 


To meet higher taxes and advancing living costs 








— costs of living are up. Further rises 
are ahead. Officials in Washington concede that 
price inflation is inevitable. 


Personal income taxes are sharply increased, along 
with various taxes on other consumer products. 


Clearly, many investors face a reduction in their 
standard of living, unless they take prompt measures 
to increase their income from securities. 


Careful Selection Essential 


Investors in high-grade bonds and preferred stocks 
will receive a relatively small, fixed income which 
will continue to decline in buying power as living 
expenses advance. 


Furthermore, companies will continue to call in such 
senior securities and to substitute new issues paying 
a lower income, wherever this is practical. Plainly, 
high-grade bonds and preferred stocks offer no solu- 
tion to increased income need. 


Common stockholders face uncertainties. Heavy 
tax burdens will offset increased gross business in 
many instances. All taxes must be paid before any 
earnings can be made available to common share- 


holders. 


In addition, priorities are going to hit some firms 
hard by causing shortages of materials and skilled 
labor for use in making civilian products. Price con- 
trols, higher payroll costs and generally increased 
operating expenses will make it difficult for numer- 
ous corporations to maintain their past rate of divi- 
dend payments. 


Adjusting Income to Personal Requirements 


Investment Management Service can assist you ably 
in solving your income problem through a rounded 
program in selected common stocks, medium-grade 
bonds and preferred stocks. 


When you enroll you state your income objectives 
in detail. Do you seek any specific yield? What is 
your minimum income need? Have you any periodic 
demands upon your income which must be met at 
set times? 


A definite investment plan is set up to meet these 
income aims, along with those of safety and capita! 
growth. Our analysts have proved successful in 
bringing accounts speedily into line with clients’ in- 
dividual needs. 


On September 19, 1950, a new subscriber joined 
our Investment Management Service and on January 
10, 1951, stated: 


“IT might add that I am very well pleased with the 
advice you have given me and I am hopeful that our 
relations recently established will prove to be long 
standing and mutually profitable. I would like to 
add $10,000 more to be placed under your supervision 


to be invested under your direction.” 


Merely on the income factor alone, our Service has 
frequently produced benefits far exceeding the sum 
invested in our fee. In the coming year, when there 
are so many factors to consider, our supervision 
should prove invaluable to you in bringing added 
income, increased safety, sound capital growth. 





Hhout Obligation, we offer to send you a confidential, preliminary 
review of your portfolio if it exceeds $20,000 in value—commenting frankly on its 
possibilities for capital growth, its income factor and its diversification. Your least 
favorable issues will be specified, with reasons for selling. Merely send us your list 
of holdings and objectives in as complete detail as you care to give. All information 


will be held strictly confidential. 
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(about as much power 
as 9 Boulder Dams) 




































Tuat’s a Lot oF power! Where does it come from? 
How is it used? How is it paid for? 

12,428,000 horsepower is the total in all the 
International trucks, Farmall tractors, International 
crawler tractors and engines, and other power equipment 
produced by this Company in 1950. 


Power in tractors permits each person on today’s 
farms to produce food and fibre for almost seven persons, 
compared with only a little more than enough for just 
one person 100 years ago. 


Power in bulldozers produces new highways, airports, 
housing and industrial developments, “snakes” out of 
the Northwest forests single logs big enough to pro- 
vide lumber for a complete new house. 


Power in motor trucks brings farm produce to the city, 
factory products to the farm, and transports goods 
back and forth across the whole nation. 


These are only some of the jobs done by the 12,428,000 
horsepower turned out by International Harvester 
in 1950. 


New IH products —trucks, tractors, and engines— go 
right to work in the nation’s service. They produce 
more and still more of the things the nation needs. And 
they pay for themselves in use. 


Progress 





With only seven per cent of the world’s population 
and five per cent of its land area, the United States 
now has half the world’s production. Our sEcurRITy will be 
maintained as long as we increase our PRODUCTION. 


and 


Only free men can develop and increase such tre- 
mendous power for production. Only they can fully 
harness power for constructive purposes, making it an 
instrument for better living. 


Security 
of 


America 





The best hope for a peaceful world is a strong 
America. More power and more production make it 
stronger every day! 





1H Products Pay for Themscives in Use 


INTERNATIONAL Kl HARVESTER 


Builders of farm equipment for easier, more profitable farming .. . 
trucks for better transport . . . industrial power for road-building 
and earthmoving .. . refrigeration for better preservation of food. 








